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Abstract
Funding children’s college expenses can be a family project, often requiring substantial savings from
parents and educational debt from children, but parents also borrow to support their children’s
postsecondary ambitions. Despite growing use of debt to finance children’s college expenses, studies
have overlooked parent borrowing’s role in intergenerational financial support. This study investigates
parent borrowing through the federally-funded Parent Loans for Undergraduate Student (PLUS) program
to illustrate the risks and hope current higher education policies demand of families across the income
distribution who are working to provide a middle-class life for their children.
To do so, this research uses three datasets from the National Center for Education Statistics, including
the National Postsecondary Student Aid Study (NPSAS), a nationally-representative, cross-sectional
survey of American undergraduates in 2015-16, the Beginning Postsecondary Student Longitudinal Study
(BPS), a nationally-representative, longitudinal study of American undergraduates followed between 2003
and 2009; and finally, the Educational Longitudinal Study of 2002 (ELS:2002), a nationally-representative,
longitudinal study of 10th-graders surveyed between 2002 and 2012. First, this study investigates the
risks parents take when they borrow through PLUS by identifying parents’ debt burdens across the income
distribution. Second, I consider whether parent borrowing delivers on parents’ hopes by examining
whether PLUS eases children’s path into adulthood by increasing Bachelor’s degree attainment and
financial wellbeing for families across the income distribution.
My project finds that parents’, regardless of their means, are burdened by PLUS loans, albeit in different
ways. In addition, PLUS loan debt is highest among high- and upper-middle income parents,
demonstrating that college costs are beyond the means of even advantaged families. In addition, rather
than supporting young adult children as they transition to adulthood, PLUS is not guaranteed to deliver on
parents’ hopes. Instead, PLUS provides limited benefits in terms of degree attainment, and higher levels of
PLUS loans are associated with greater financial stress for young adult children. I discuss the theoretical
and policy implications for intergenerational family support, debt, and college affordability.
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ABSTRACT

FINANCING ADULTHOOD: THE RISKS AND HOPES OF PARENT BORROWING
THROUGH THE PARENT LOAN FOR UNDERGRADUATE STUDENTS (PLUS)
Kennan Cepa
Hyunjoon Park
Grace Kao
Funding children’s college expenses can be a family project, often requiring
substantial savings from parents and educational debt from children, but parents also
borrow to support their children’s postsecondary ambitions. Despite growing use of debt
to finance children’s college expenses, studies have overlooked parent borrowing’s role
in intergenerational financial support. This study investigates parent borrowing through
the federally-funded Parent Loans for Undergraduate Student (PLUS) program to
illustrate the risks and hope current higher education policies demand of families across
the income distribution who are working to provide a middle-class life for their children.
To do so, this research uses three datasets from the National Center for Education
Statistics, including the National Postsecondary Student Aid Study (NPSAS), a
nationally-representative, cross-sectional survey of American undergraduates in 2015-16,
the Beginning Postsecondary Student Longitudinal Study (BPS), a nationallyrepresentative, longitudinal study of American undergraduates followed between 2003
and 2009; and finally, the Educational Longitudinal Study of 2002 (ELS:2002), a
nationally-representative, longitudinal study of 10th-graders surveyed between 2002 and
2012. First, this study investigates the risks parents take when they borrow through PLUS
by identifying parents’ debt burdens across the income distribution. Second, I consider
v

whether parent borrowing delivers on parents’ hopes by examining whether PLUS eases
children’s path into adulthood by increasing Bachelor’s degree attainment and financial
wellbeing for families across the income distribution.
My project finds that parents’, regardless of their means, are burdened by PLUS
loans, albeit in different ways. In addition, PLUS loan debt is highest among high- and
upper-middle income parents, demonstrating that college costs are beyond the means of
even advantaged families. In addition, rather than supporting young adult children as they
transition to adulthood, PLUS is not guaranteed to deliver on parents’ hopes. Instead,
PLUS provides limited benefits in terms of degree attainment, and higher levels of PLUS
loans are associated with greater financial stress for young adult children. I discuss the
theoretical and policy implications for intergenerational family support, debt, and college
affordability.
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INTRODUCTION
In less than a decade, Americans’ use of credit and debt increased by 26%
between 2013 and 2020 (Federal Reserve Bank of New York 2020) and 80% of
Americans hold some type of debt in order to pay for medical, housing, and educational
expenses (Urahn et al. 2015). Americans may borrow even more in the coming years as
households and the economy recover from the current recession caused by the global
pandemic. Given how much credit and debt has permeated American life, it is surprising
that there has been little attention to whether families borrow to support one another (see
Pugliese et al. 2020 for an exception). In particular, parents provide considerable
financial support to their young adult children as they mature, attend college, and find
their footing as they transition into adult roles (Cooney and Uhlenberg 1992; Kornrich
and Furstenberg 2013; Maroto 2018; Schoeni and Ross 2005). Yet, less is known about
parent borrowing during children’s young adult years and it is an open question as to
whether parents’ borrowing helps smooth their children’s transition into adulthood.
Over the last three decades, parents have increasingly provided financial support
to their children navigating the transition to adulthood (Kornrich and Furstenberg 2013;
Schneider, Hastings, and LaBriola 2018; Schoeni and Ross 2005). In 2008, parents spent
roughly $8,000 quarterly on their young adult children, a 67% increase from three
decades prior (Kornrich and Furstenberg 2013). This financial support is critical for
children’s attainment of adult milestones, by smoothing unexpected financial setbacks
and supporting milestone and socioeconomic attainments, like a college degree (Swartz
2009; Swartz et al. 2011). Yet, families differ in the resources they have to support their
young adult children, and scholars document a large and growing gap in parent-child
1

financial support for families across the income distribution (Kornrich and Furstenberg
2013; Schneider et al. 2018; Schoeni and Ross 2005). Recognizing this, scholars of
family life show that parents’ financial support is not restricted to cash contributions.
Parents offer in-kind support, which is often interpreted as housing or food when children
live at home (Fingerman, Huo, and Birditt 2020; Schoeni and Ross 2005; Swartz 2009)
and this type of financial support is more commonly provided by low- and middleincome families (Aquilino 2005; Schoeni and Ross 2005). This material support is
provided in addition to emotional support that parents may offer their children, through
advice or close conversation (Fingerman et al. 2020; Swartz 2009). Despite the different
types of parental support scholars have investigated, they have been largely silent on
parents’ use of debt to help support their children.
This omission is surprising, because much has been said about stagnating wages
for most Americans between 1970 and the present day, coupled with rising costs-ofliving, such as food, housing, and educational expenses (Atkinson, Piketty, and Saez
2011; Dwyer 2018; Houle 2014a; Keister and Moller 2000; Leicht and Fitzgerald 2006;
Ma et al. 2019; Western et al. 2012). In response to these economic shifts, many families
have tightened their belts, but also taken on debt, to afford daily life and expenses like
college (Dwyer 2018; Houle 2014a; Tevington, Napolitano, and Furstenberg 2017).
Indeed, the growing gap between costs and family resources is especially notable when it
comes to higher education. After taking into account grant aid from federal, state, and
institutional sources, college students and their families are expected to contribute an
average of $14,590 a year to college tuition, fees, room and board in the 2015-16
academic year (Ma et al. 2019), or 20% of the median family income in 2015 (Proctor,
2

Semega, and Kollar 2016a). Families often prepare for these college expenses by saving
ahead of time or managing costs by enrolling their children in less expensive
postsecondary schools (Tevington et al. 2017; Zaloom 2019). Even so, students and their
parents have increasingly turned to debt to help finance college (National Center for
Education Statistics 2016, 2020).
College and Educational Debt
College is critical for children’s trajectory to, and through, adulthood. Those with
a college degree are more likely to avoid poverty, find dependable jobs that pay a living
wage, and live longer, healthier lives (Hout 2012; Ma, Pender, and Welch 2016). In other
words, college helps youth secure a middle-class life and attain adult milestones. Parents
are keenly aware of the importance of college for their children, and there is a strong
norm about providing financial support for their children enrolled in college (Fingerman
et al. 2020; Hartnett et al. 2013; Napolitano, Pacholok, and Furstenberg 2014). Yet, as
with investigations of intergenerational support more generally, the conversation about
parents’ contributions for college has largely centered around cash transfers, and to a
more limited degree, parents’ in-kind contributions (Elliott and Friedline 2013; Henretta
et al. 2012; López Turley and Desmond 2011; Rauscher 2016; Steelman and Powell
1991). There has been much less acknowledgment that parents turn to debt to help
finance college.
Using debt to pay for college is common. In 2015, 61% of students borrowed to
fund college expenses (National Center for Education Statistics 2020). In addition, the
share of Bachelor’s degree recipients whose parents borrow through the federallyfinanced Parent Loans for Undergraduate Students (PLUS) program grew by 151%
3

between 1989 and 2015 (National Center for Education Statistics 2016, 2020). Although
parents may use other types of debt, like credit cards, private loans, or refinancing their
home, to fund college, Sallie Mae Foundation’s annual survey of American households
with a college student found that PLUS was the most common source of debt parents
used to pay for their children’s college expenses (Sallie Mae 2019). In part this is because
debt through PLUS is also more accessible to families because parents do not need to
own a home (like with refinancing a mortgage), and it has lower credit requirements than
other forms of debt (Baum, Blagg, and Fishman 2019; Di, Fletcher, and Webster 2019).
Instead, to access federal grants or loans, parents and students provide information about
their financial situations through the Free Application for Student Aid (FAFSA) (Federal
Student Aid 2021), which determines applicants’ financial need and eligibility. Eligibility
for PLUS loans depends on being a biological or adoptive parent of a college student,
being creditworthy, and whether or not students and parents displayed financial need
according to FAFSA (Federal Student Aid 2021; U.S. Department of Education 2019b,
2019a). Overall, because of strong norms about parents’ financial support during
children’s years in college, declining college affordability, and relatively easy access to
educational debt, PLUS loans provide an opportunity to understand which parents rely on
debt to support their young adult children and how this type of support influences
mobility and family life.
In addition, parents’ financial support of their young adult children underscores
how much financial demand is placed on parents (Maroto 2017, 2018; Tevington et al.
2017; Walsemann and Ailshire 2016; Zaloom 2019). Ignoring parent debt provides an
incomplete picture of parents’ financial support and the financial burden of
4

intergenerational support. This is a critical cultural and political moment to discuss these
issues. In the wake of the Great Recession, politicians, policymakers, and advocates have
more seriously acknowledged the educational debt crisis and declining college
affordability (Dwyer 2018; Keister and Lee 2014). Currently, we are in the midst of
another economic crisis spurred by the global pandemic, and debt cancellation and free
college policies are being promoted and debated in earnest (Murakami 2021; Zumeta and
Huntington-Klein 2020). Yet, parent borrowers are largely absent from these discussions,
limiting our understanding of what parents’ use of educational debt tells us about college
affordability.
Despite how common it is for students and parents to rely on debt to pay for
college expenses, as well as other aspects of everyday life, borrowing has been
characterized as a “double-edged sword” that offers access to rewards to borrowers but
also introduces risks (Dwyer 2018; Dwyer, McCloud, and Hodson 2012). On one hand,
debt facilitates inclusion into opportunities for mobility like education or home
ownership that can lead to stronger labor market outcomes and increased wealth
accumulation and life happiness (Dwyer 2018; Dwyer et al. 2012; Heller 1997; Killewald
and Bryan 2016). On the other, debt also generates risks for borrowers by exacting a
material and psychological toll. Specifically, debt is tied to greater financial hardship as
borrowers repay their loans with interest and with higher emotional and mental stress
associated with being indebted (Archuleta, Dale, and Spann 2013; Bricker and Thompson
2016; Cherney et al. 2020; Despard et al. 2016; Drentea 2000; Drentea and Reynolds
2015; Dwyer 2018; Kim and Chatterjee 2019). It is critical to understand how this duality
between risks and rewards plays out in an intergenerational context.
5

Although scholarship on debt largely focuses on the middle-class (Houle 2014b;
Leicht and Fitzgerald 2006; Porter 2012; Sullivan, Warren, and Westbrook 2000;
Tevington et al. 2017; Wolff 2010, 2013; Zaloom 2019), many policymakers assert that
parent borrowing is a practice unique to high-income parents (Baum et al. 2019;
Murakami 2021). Understanding patterns in parent borrowing provides a clearer picture
of who uses PLUS loan debt to support children’s college endeavors and the potential
risks these parents might face from borrowing. Patterns in parent PLUS loans have
implications for young adult children’s milestones and mobility as well. Various types of
financial resources support educational attainment to a different degree depending on
families’ position in the income distribution (Alon 2011; Dwyer et al. 2012). Similarly,
PLUS loans may not support Bachelor’s degree attainment to the same extent for all
children of parent borrowers. In addition, norms about intergenerational support and
families’ material resources vary across the income distribution (Cepa and Furstenberg
2021; Schoeni and Ross 2005). Parent PLUS loans may further complicate patterns in
parent-child support by either limiting parents’ material resources or straining
intergenerational ties. Similarly, parents across the income distribution may use PLUS for
different reasons. Some may use it to fund tuition expenses while others may rely on
PLUS to help manage their children’s own debt burden (Friedline et al. 2017; Hamilton
2016; Perna 2008). Understanding patterns in parent PLUS loans and their implications
for young adult children across the income distribution provides insight into how
universal educational debt is, including its risks and its rewards.
The Current Study
Given that PLUS is explicitly designed as a form of intergenerational financial
6

support, it provides a unique opportunity to investigate the role of debt in the
intergenerational family project of financing postsecondary opportunities that smooth the
passage to adulthood. My dissertation takes the dichotomy of debt as both risk and
reward and modifies it slightly. I argue that PLUS loans allow parents to hope their
children will reach college and economically stable adulthood, while still opening parents
to financial risks. More specifically, this dissertation looks more closely at these hopes
and risks to gain a better understanding of PLUS as a resource for families across the
income distribution. In addition, because family resources, reasons for borrowing, and
norms about adulthood depend on families’ economic situation, I investigate whether the
risks and hopes associated with PLUS vary for families across the income distribution.
To investigate this, I ask three, interrelated questions with different data sources
from the National Center for Education Statistics (NCES) to understand whether PLUS
loans help parents smooth their children’s path to adulthood. Specifically, the first
empirical chapter conceptualizes the risks of PLUS loans as parents’ debt burdens when
they borrow. I identify the implications of PLUS for college affordability and parents’
economic stability. The remaining two empirical chapters consider whether PLUS loans
deliver on parents’ hopes to help smooth the entry into adulthood for the young adult
children of parent borrowers. These chapters focus on children’s educational attainment
and financial wellbeing in young adulthood. Each has implications for intergenerational
relationships and provides insight into debt as a part of family life for parents and
children across the income distribution. Overall, I show that educational debt encroaches
on family life across the income spectrum with limited promise towards improving
children’s lives in young adulthood. I argue that parent borrowing specifically, and high
7

college costs more generally, hamper a smooth transition to adulthood.
To be clear, this study does not question whether or not parents need to borrow to
support their children’s college ambitions and it does not argue that PLUS should no
longer exist in the current system of high college prices, stagnant grant aid and family
incomes. Many parents hope to provide educational opportunities for their children and to
shield them from financial stress (Friedline et al. 2017; Hamilton 2016; Perna 2008).
Debt provides a financial avenue for some parents to do that. Indeed, previous work
shows that PLUS is critical for gaining access to postsecondary education, especially for
disadvantaged or marginalized students (Johnson, Bruch, and Gill 2019; Kargar and
Mann 2018; United Negro College Fund 2017). But getting into college is not enough to
guarantee positive life outcomes for youth (Hout 2012; Ma et al. 2016; Vuolo, Mortimer,
and Staff 2016) and it is important investigate whether PLUS loans also help young
adults’ complete college and find financial security.
This study uses parent borrowing through the PLUS program to show that debt
has limited efficacy in helping youth transition to adulthood successfully. Instead, PLUS
underscores how far beyond families’ means college has become. Abandoning PLUS
without addressing the underlying issue of college costs will not go far towards helping
youth reach stable adulthood. This study documents how and for whom debt may help
parents financially support their children as they navigate the transition to adulthood and
identifies which parents are at risk by using debt to finance their hopes. This dissertation
broadens our understanding of intergenerational support by taking debt into
consideration. My dissertations also enriches current understandings of debt by
incorporating life course theories and other theories of family support. Finally, it gives
8

policymakers insight into whether debt should be a go-to strategy for expanding access to
opportunities like college given the implications for youths’ opportunities and parents’
economic security. By taking an intergenerational approach, these findings have
implications for other types of debt beyond PLUS and raise concerns about how parents
with increasingly limited resources can financially support their children.

9

CHAPTER 1
Parent Borrowing and Debt Burdens from Parent PLUS Loans

Abstract
To finance their children’s postsecondary opportunities, parents increasingly borrow
through the Parent Loans for Undergraduate Students (PLUS) program. Yet, there has been
little investigation into parents’ educational debt burdens, which may vary by income and
contribute to inequality among parents. Using the 2015-16 National Student Postsecondary
Student Aid Study (NPSAS), I find that low-income parent borrowers have higher debt-toincome ratios and are more likely to hold debt greater than $10,000 in a single year. Middleincome parents are more likely to borrow through PLUS and high-income parent borrowers
carry more PLUS loan debt and are more likely to borrow more than $10,000. By extending
investigations of educational debt to parents, this study shows that educational debt is not
just a crisis for middle-income students and that college affordability is an issue even for
high-income parents.
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Introduction
By 2020, Americans held $1.6 trillion in educational debt (Federal Reserve Bank
of New York 2020). In part, educational debt is considered a crisis because of the burden
it places on students’ wealth accumulation as they enter adulthood (Addo, Houle, and
Sassler 2019; Baum and Schwartz 2006; Board of Governors of the Federal Reserve
System et al. 2016; Hess 2020; Houle 2014b; Houle and Addo 2018; Houle and Berger
2015). Even though parents also increasingly take on educational debt (Lee and Kim
2007; Mann 2011; National Center for Education Statistics 2016), parent borrowers are
often overlooked in conversations about the debt crisis and its impact on wealth
accumulation and inequality (Murakami 2021). By 2016, 20% of parents of
undergraduates borrowed $28,500 on average through the federally-funded Parent Loans
for Undergraduate Students (PLUS) program (National Center for Education Statistics
2016), or nearly 40% of the median family income in 2016 (U.S. Bureau of the Census
2018). In response, the popular press has begun to refer to parents as “the latest victims of
the student debt crisis” (Epperson and Dickler 2019). Yet, there has been limited
empirical attention to parents’ debt burden from PLUS and whether that burden varies
across families. Without investigation, questions remain about PLUS loans’ implications
for wealth inequality and whether parents are also victims of rising educational debt in
the United States.
In part, many scholars focus on debt burdens because it indicates borrowers’
ability to repay their debt, which has consequences for wealth-building and inequality
(Addo et al. 2019; Baum and Schwartz 2006; Board of Governors of the Federal Reserve
System et al. 2016; Hess 2020; Houle 2014b; Houle and Addo 2018; Houle and Berger
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2015). Investigations of student debt show that youth from middle- and low-income
students are more likely to face heavy debt burdens, contributing to wealth inequality
across race and social class (Addo, Houle, and Simon 2016; Baker 2019; Hillman 2014;
Houle 2014b; Houle and Addo 2018; Looney and Yannelis 2015). A similar pattern may
be observed among parents, with heavier PLUS loan burdens among those with fewer
financial resources. On the other hand, recent scholarship and policy conversations assert
that parent borrowers using PLUS are more likely to have high levels of income, and thus
are not particularly burdened by their educational debt (Baum et al. 2019; Elliott and
Friedline 2013; Looney 2021; Murakami 2021; Walsemann and Ailshire 2016). Yet, this
recent research is limited in a number of ways. For example, it relies on data collected
after parents have already begun PLUS loan repayment and often focuses on the amount
parents borrow without attention to other measures of debt burden. This study addresses
these limitations by using administrative data on debt disbursal and considers parents’
debt-to-income ratio, a measure increasingly used to indicate financial wellbeing and debt
burdens (Baker 2019; Baum and Schwartz 2006; Chen and Wiederspan 2014; GrinsteinWeiss et al. 2016; Houle 2014a; Kim and Wilmarth 2016; Luna-Torres et al. 2018; Price
2004; Velez, Cominole, and Bentz 2019). Understanding debt burden for parents across
the income distribution provides insight into whether PLUS loans contribute to inequality
among older Americans.
Debt burdens are also policy tools for measuring college affordability (Baker
2019; Hillman 2014; Perna and Li 2006; Texas Higher Education Coordinating Board
2015). Given rising college costs, contracting family wages, and the growing discrepancy
between financial aid disbursements and tuition, fees, room and board over the last 30
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years (Doyle 2010; Kelly and Goldrick-Rab 2014; Ma et al. 2018), college affordability
has declined in the United States according to number of measures (Long and Riley
2007a; Ma et al. 2018; Perna and Li 2006). When designing policies to assess college
affordability, state higher education agencies measure student debt burdens as either the
amount of educational debt among their students or with student debt-to-income ratios
(Baker 2019; Texas Higher Education Coordinating Board 2015). By focusing on
parents’ debt burden through PLUS, this study considers parents’ experiences as an
additional metric for measuring college affordability.
Using the 2015-16 National Student Postsecondary Student Aid Study, 2015-16
(NPSAS), this study investigates parents’ debt burden from the federally-financed Parent
Loans for Undergraduate Students (PLUS) program and documents who borrows, how
much debt parent borrowers use, and their debt-to-income ratios. By extending research
on educational debt burdens to parents, I show that low- and middle-income parents are
burdened by educational debt, in terms of who borrows and parents’ debt-to-income
ratios. This adds to concerns about college affordability in the United States and gives
empirical support to public assertions that parents are also victims of the educational debt
crisis. In addition, my findings contradict arguments that parent borrowers should be
excluded from recent policy conversations around debt cancellation on the grounds that
parent borrowers are primarily high-income and that parent debt burdens are manageable
(Baum et al. 2019; Murakami 2021; Walsemann and Ailshire 2016). By focusing on
educational debt burdens, this study illustrates that parents, and not just young adults, are
at risk when they borrow and that this may have implications for inequality among
parents of college students.
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Educational Debt Burden, College Affordability, and Wealth
As Americans’ access to credit and debt increased between the 1980s and the
present day (Dwyer 2018), scholars have become increasingly concerned by borrowers’
debt burdens, or their ability to repay their debt and the implications this has for wealth
inequality (Debelle 2004; Houle 2014a; Leicht and Fitzgerald 2006). In addition, as
educational debt became an increasing part of how students and their parents fund college
(Houle 2014a; National Center for Education Statistics 2016; Perna and Li 2006), higher
education scholars and policymakers have expressed similar worries about youths’ ability
to repay and used educational debt burdens as an indicator of college affordability (Baker
2019; Perna and Li 2006). Recently, a few states have begun to hold their colleges
accountable for students’ debt burdens. In Wisconsin and Vermont, state policies
measure student’s debt burden by the amount of educational debt students borrow (Baker
2019). Indeed, previous work finds that higher debt burdens are associated with greater
economic vulnerability (Kus 2015; Lewin-Epstein and Semyonov 2016). For example,
mortgage debt is often considered “good” debt that promotes wealth accumulation
(Dwyer 2018; Killewald and Bryan 2016), but higher mortgages are associated with
higher levels of consumer debt, especially among middle-aged adults (Lewin-Epstein and
Semyonov 2016). Similarly, higher student loan debts are associated with lower odds of
homeownership or degree completion, both important wealth-building tools for many
Americans (Bleemer et al. 2014; Dwyer, Hodson, and McCloud 2013; Dwyer et al. 2012;
Houle and Berger 2015; Kantrowitz 2015; Mezza et al. 2016), and lower net worth
among graduates (Elliott and Nam 2013; Velez et al. 2019). Indeed, even holding student
debt is associated with greater risks of paying bills late by 60 days or more and with
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difficulty accessing credit among families (Thompson and Bricker 2014). As a result, the
amount of debt hampers wealth accumulation.
Yet, others argue that debt-to-income ratios are a better indicator of college
affordability and more accurately predict repayment difficulties that may compromise
wealth (Baker 2019; Baum and Schwartz 2006; Keister and Lee 2014; Texas Higher
Education Coordinating Board 2015; Woo et al. 2017). In particular, higher amounts of
debt may not be difficult for high-income or wealthy borrowers to repay. For example, in
2010, individuals and households in the top 1% of wealth held over $200,000 in debt,
considerably more than the average American, but had a total net worth of $6.8 million
(Keister and Lee 2014). In other words, whether or not families borrow, or even how
much debt they hold, may not accurately reflect households’ debt burden, or the
consequences for wealth. Instead, debt-to-income or debt-to-asset ratios can also be
interpreted as the amount of income (or wealth) needed to repay debt holdings (Chapman
and Dearden 2017; Harris, Evans, and Beckett 2010; Keister and Lee 2014; Wolff 2010,
2013). Debt-to-income ratios can be calculated as the ratio of debt repayment to gross
income (Baum and Schwartz 2006; Chapman and Dearden 2017; U.S. General
Accounting Office 2003) or as the total amount of debt to annual earnings (Baker 2019;
Chiteji 2007; Houle 2014a; Texas Higher Education Coordinating Board 2015).
According to the Texas Higher Education Coordinating Board, severe debt burden occurs
when the ratio of total amount of debt to annual earnings exceeds 0.6 (Baker 2019; Texas
Higher Education Coordinating Board 2015), which is roughly equivalent to the
recommended maximum of 0.08 often used for educational debt repayment-to-gross
income (Baker 2019; Baum and Schwartz 2006; Chapman and Dearden 2017; U.S.
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General Accounting Office 2003). Generally, higher debt-to-income ratios are associated
with more repayment issues and a higher likelihood of default (Woo et al. 2017), which
may reduce borrowers’ wealth by prolonging repayment, increasing borrower’s interest,
and resulting in worse borrowing terms for any debt borrowed later. Yet, the research on
educational debt burdens has largely focused on student loans and has paid less attention
to parent PLUS loans and how PLUS may influence wealth accumulation among parents.
Parents’ distinct financial circumstances and the unique types of debt available to
them are consequential for parents’ wealth. The life cycle hypothesis contends that
parents accumulate wealth early in their child’s life to then spend those savings once
children reach young adulthood (Modigliani 1986). Given rising costs to raising children
at any age, recent studies find limited support for the life cycle hypothesis and that most
families’ wealth declines throughout parenthood (Grinstein-Weiss, Wages, and
Ssewamala 2006; Maroto 2018). This has concerning implications for parents’ savings
for their own needs, including retirement, healthcare, and mortgage payments (Jalbert,
Stewart, and Johnson 2010; Mann 2011). Furthermore, these patterns underscore the
possibility that parents may turn to debt rather than savings to help finance young adult
children’s expenses.
Parents’ borrowing patterns and their loan terms through the federally-financed
Parent Loans for Undergraduate Students (PLUS) may be particularly consequential for
wealth accumulation. Although parents can borrow from a number of sources to help
finance their children’s postsecondary expenses, the PLUS program is the most
commonly used (Sallie Mae 2019). PLUS loans are only available to parents who are
creditworthy, which may influence which families borrow. Although the threshold for
16

creditworthiness is comparatively low (Di et al. 2019),1 it still may constrain access to
PLUS, especially among those who may be more likely to struggle with repayment.
Second, parents can borrow considerable sums through the PLUS program, with the
maximum allowable annual debt equivalent to the net college price (Di et al. 2019; U.S.
Department of Education 2019b). On average, parent borrowers relied on $28,600 over
the course of their children’s enrollment (National Center for Education Statistics 2016).
In addition, PLUS loans carry higher interest rates than federal student loans (Federal
Student Aid 2020). The high levels of debt and the higher interest rates relative to other
federal loans may mean that PLUS loans are difficult for parents to repay. This can lead
to families’ wages, tax refunds, and even their social security being garnished (Federal
Student Aid 2020), directly affecting their ability to save. Moreover, when individuals
struggle to repay their loans, especially those with more punitive repayment terms, their
credit scores are further jeopardized (Fourcade and Healy 2013), indicating that debt can
produce a downward financial spiral. Add to this the distinct economic demands facing
middle-aged Americans and it is critical to investigate parents’ educational debt burdens
through the PLUS loan programs.
Parents’ Debt Burden across the Income Distribution
Because of the potential consequences for parents’ savings and wealth
accumulation, it is critical to investigate PLUS loan debt burdens across the income

1

In the 2015-16 academic year, PLUS loan creditworthiness was considered adverse if a credit report
showed any delinquent accounts that have an outstanding balance greater than $2,085 for more than 90
days, accounts in collection or charged off at any point in the two years prior to the credit report, any
default determination, repossession, foreclosure, bankruptcy discharge, wage garnishment, tax lien, or
charge-off or write-off of student aid debt in the five years prior to the credit report, bankruptcy discharge
in the five years prior to the credit report.
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distribution. A few studies have begun to investigate these patterns, finding that highincome families are more likely to borrow and hold greater amounts of debt (Baum et al.
2019; Walsemann and Ailshire 2016). But these studies are limited in a number of ways.
First, most focus on who uses PLUS and how much parents borrow, with less attention to
debt-to-income ratios (Baum et al. 2019; Cha, Weagley, and Reynolds 2005; Murakami
2021; Walsemann and Ailshire 2016), which may lead to an incomplete picture of
parents’ debt burden from PLUS. In addition, some studies use data that collected
information on parent borrowing years after PLUS loans were disbursed (Walsemann and
Ailshire 2016), even though PLUS enters into repayment once disbursed (Federal Student
Aid 2020). This may lead to biased findings in borrowing patterns. On one hand, those
who borrow the most may be the most likely to have remaining PLUS loan debt. On the
other, consistent with findings on student debt, those with lower amounts of PLUS loan
debt may struggle more with repayment and be more likely to report debt years after
PLUS was disbursed. Finally, some of these studies define income groups in misleading
ways. One study argues that parents in the top 25th percentile of earnings in 2015 hold
more dollars of PLUS loan debt than parents in the lowest 20th percentile (Baum et al.
2019; Proctor, Semega, and Kollar 2016b), but this ignores that parents from the higher
income households are more likely to have children enrolled in college. In other work,
policymakers define high-income parents as those who make more than three times the
poverty level (Murakami 2021), but this cut-off is still below the median family income
($55,590 versus $72,165) (Proctor et al. 2016a). By using such generous cut-offs for
high-income, these studies may be overinflating how many high-income parents use
parent PLUS loans.
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In addition, some of these studies only take into account parents’ economic
circumstances when investigating parent borrowing (Walsemann and Ailshire 2016). Yet,
previous work on student borrowing has argued for the importance of using a multi-level
conceptual model that takes into account different layers of context that impacts how
students and their families finance college (Paulsen and St. John 2002; Perna 2008). In
particular, these studies argue that the willingness to use loans depends on family and
school contexts which shape perceptions of college’s value and the financial resources
needed or available for college (Perna 2008). For example, human capital theory
demonstrates how individual-level characteristics, like students’ academic achievement,
age, and gender, factor into family-level decisions about whether or not, how much, and
why parents and students borrow for college expenses (Becker 2009; Sewell, Haller, and
Portes 1969; Steelman and Powell 1989, 1991). In addition, depending on a college’s
selectivity and sector, schools influence the information that families and students have
about financial aid options, the availability of grants and scholarships, and the college
expenses families face (Cottom 2017; Houle 2014a; Paulsen and St. John 2002), which
may impact how much families borrow. As a result, it is important to consider these
factors when investigating who borrows and how much. This study addresses these
limitations by using administrative data on parent borrowing to capture the amount of
loans parents borrow in a given academic year, investigating debt-to-income ratios, using
different income thresholds, and taking into account school context to determine whether
or not PLUS loans are a crisis for parents.
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Parent Borrowing is Not a Crisis: PLUS Does Not Contribute to Inequality
Currently, some policymakers argue that parent borrowing through PLUS is not a
crisis because high-income parents are more likely to use PLUS and these families
command enough resources to manage their debt (Baum et al. 2019; Murakami 2021).
Because of this, these policymakers argue that including parents in policy conversations
about student debt cancelation would contribute to wealth inequality (Baum et al. 2019;
Murakami 2021), implicitly suggesting that current parent borrowing patterns does not
contribute to inequality. Indeed, there is reason to believe that high-income parents are
more likely to borrow and rely on greater amounts of PLUS loan debt than lessadvantaged households. Status attainment and human capital theories connect family
cultural, social, and financial resources to parents’ emotional and economic investment in
their children’s educational opportunities (Becker 1981, 2009; Sewell et al. 1969; Sewell
and Shah 1968). Both theories support the idea that more advantaged parents are better
situated to leverage resources and invest in their children. Empirical investigations
illustrate the positive relationship between parents’ resources and their contributions to
college (López Turley and Desmond 2011; Nam 2020; Rauscher 2016; Steelman and
Powell 1989, 1991). Family income is positively associated with parents’ assessment of
their ability to pay for college, their belief that they will not encounter financial barriers
to college, and the amount they contribute to their children’s college expenses (López
Turley and Desmond 2011; Nam 2020; Rauscher 2016; Steelman and Powell 1989,
1991). In part, these families spend more on college not just because they have the money
to do so, but also because they leverage resources in order to provide access to more
expensive postsecondary opportunities (Bastedo and Jaquette 2011; Deil-Amen and
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López Turley 2007; Gerber and Cheung 2008; Lucas 2001; Posselt et al. 2012; Roksa et
al. 2007). Because these opportunities are more costly, it is possible that even more
advantaged families will need the extra resources from PLUS to provide access to
different types of colleges and on-campus experiences for their children. In addition to
higher costs from more selective schools and additional expenses to enhance students’
lives on campus, high-income parents also report wanting to shield their children from
debt. Specifically, while parents at low-resource schools worry the cost of educational
debt will exceed college’s benefits, parents from high- and middle-income schools do not
question the value of college but report that they plan to help their children avoid debt to
lessen financial burdens post-college (Perna 2008). High-income parents report similar
goals to shield their children from debt (Friedline et al. 2017; Hamilton 2016). In other
words, higher income parents may leverage greater resources to help children access both
additional educational opportunities and economically stable adulthood.
If human capital and status attainment theories are applicable to PLUS loans, then
more advantaged families will be more likely to borrow and rely on greater amounts of
debt due to the different types of institutions their children attend, the more expensive
campus activities and lives their children experience at school, or as a classed strategy to
shield their children from loans. Indeed, previous findings of debt holdings for families
across the income distribution found that high-income families hold more debt than
middle- and low-income families (Keister and Lee 2014). Similarly, studies that combine
parents’ cash and debt contributions to children’s college expenses find that high-income
parents contribute more overall (Elliott and Friedline 2013), which may mean that highincome parents are also using more debt. Yet, despite borrowing, high-income parents are
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less burdened by their debt. In 2010, the top one percent of households had a debt-toincome ratio of 58.8% (Keister and Lee 2014), while the next nine percent of households
had a debt-to-income ratio of 106.6% and the remaining ninety percent of households had
145.3% (Keister and Lee 2014). In other words, high-income parents may be more likely
to borrow and borrow more, but have manageable debt-to-income ratios. If so, this may
indicate that parent PLUS loan debt is not a crisis, though it raises concerns that college
affordability is a challenge even for high-income students and parents.
Parent Borrowing is a Crisis: PLUS Loans Contribute to Inequality
In contrast, parent borrowing may be a crisis, especially if it is often used by lowor middle-income families and if these households face high debt-to-income ratios. Given
stagnating incomes, fewer government benefits, and increasing reliance on debt in the
United States, scholars propose the middle-income squeeze hypothesis, contending that
middle-income families are most likely to use debt (Dwyer 2018; Elliott and Friedline
2013; Houle 2014b; Leicht and Fitzgerald 2006; McCloud and Dwyer 2011; RowanKenyon, Bell, and Perna 2008; Sullivan et al. 2000). Patterns in student borrowing
suggest that this may be the case for PLUS loans as well. With high levels of unmet
financial need (Presley and Clery 2001), students from middle-income households are
more likely to borrow and borrow more than students from either lower- or higherincome households (Elliott and Friedline 2013; Houle 2014b). Similarly, qualitative
studies detail middle-income parents’ decisions to borrow to help finance their children’s
college ambitions, though these studies do not provide evidence that low- or middleincome parents also borrow to reduce their children’s own need for debt (Rowan-Kenyon
et al. 2008; Tevington et al. 2017; Zaloom 2019). Given students’ experiences, it is
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possible that middle-income parents will be more likely to use PLUS and that they will
borrow more.
In addition, scholarship on debt and wealth inequality argue that both middle- and
low-income households are more likely to struggle with their debt burdens, which has
consequences for wealth inequality. For example, families with fewer resources are more
likely to rely on unsecured debt, which are associated with worse repayment terms
(Dwyer 2018; Fourcade and Healy 2013). Beyond their riskier loan terms, how lowincome families respond to their debt also contributes to inequality. Qualitative work on
families with annual incomes below $40,000 finds that lower-income individuals may put
off debt payments in favor of financing regular, necessary expenses, like rent (Tach and
Greene 2014). In addition, compared to lower-income households, families in the middle
of the income distribution are more likely to declare bankruptcy and to be denied credit
(McCloud and Dwyer 2011). Similarly, comparing debt-to-income ratios between 2007
and 2010, scholars find that middle-class households’ debt burdens have outpaced more
advantaged households (Wolff 2010, 2013). In addition, examining parents’ savings
across the wealth distribution, one study finds that high net worth parents continue to
accumulate assets when their children reach college age (18 years or older), but middleand low-wealth households’ assets decline (Maroto 2018). This suggests that parents’
investment in college contributes to wealth inequalities among parents. Thus, PLUS loans
may contribute to disadvantage among low- and middle-income parents if they are more
likely to use PLUS, borrow more, and have higher debt-to-income ratios. In addition,
these findings would further support arguments that low- and middle-income families
struggle to afford college.
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Data and Methods
Data
This study relies on the 2015-16 National Student Postsecondary Student Aid
Study (NPSAS), which collected administrative data, including the National Student
Loan Data System (NSLDS), Free Application for Student Aid (FAFSA) files, and
institutional records, as well as student surveys documenting how 89,220 2 students
finance higher education. Organized by the National Center for Education Statistics,
NPSAS is collected using a two-stage sampling design. The first stage involves the
stratified selection of Title IV-eligible postsecondary institutions that offer an educational
program for those who completed high school; offered an academic, occupational, or
vocational program of study that lasted for at least 3 months; offered courses open to
students who are not employees or members of the company; are located in the United
States or Puerto Rico; and have signed the Title IV participation agreement with the U.S.
Department of Education (Wine et al. 2018). Two thousand institutions were sampled
from a strata of 11 types of colleges and about 1,750 institutions provided enrollment lists
to begin the second stage of sampling. The second sampling stage surveyed about
122,000 graduate and undergraduate students enrolled in one of these eligible
postsecondary institutions in an academic program, a credit-bearing course, non-credit
remedial coursework eligible for Title IV aid, or in an occupational or vocational
program that culminates in a credential, and is not enrolled in a high school or high
school completion program between July 1, 2015 and June 30, 2016. The second stage

2

Per NCES disclosure rules, sample sizes are rounded to the nearest tens.
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employed a stratified systematic sampling design with 17 strata and collected information
on 89,220 undergraduate students. A few types of students are oversampled, including
potential Bachelor’s recipients who are veterans, are enrolled in STEM or teacher
education programs, and students enrolled in for-profit institutions. In contrast,
undergraduate students in business programs were under sampled.
NPSAS is well-suited to address questions about parent borrowing because it
collects information on whether or not, as well as how much, parents borrow through the
federal PLUS program for their child’s undergraduate education by using students’ social
security numbers to link to the National Student Loan Data System (NSLDS) to
determine federal financial aid recipients. Unlike other studies, NPSAS can also take into
account the diverse characteristics of higher education institutions, from tuition, room,
and board and fees to institutional selectivity, and the multitude of parent characteristics,
such as their educational background and marital status that may be consequential for
their and financial burden. Because this study is interested in parent borrowing through
the PLUS loan program, it restricts the sample to the undergraduate, dependent student
population at four-year colleges (45% of full sample) who applied for federal financial
aid (77% of full sample) in NPSAS during the 2015-16 academic year. These are both
necessary steps to borrowing through the PLUS program. I perform multiple imputation
using the chained command in Stata 13 with 5 imputations. I impute for missing values
for parents’ educational attainment (0.05% missing) and annual tuition, room and board,
and fees (16.8% missing3). This leaves a final sample size of 22,190.

3

All of these missing values are from students who attended multiple institutions in a year. NPSAS did not
populate tuition, fees, room and board variables for students under these conditions.
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Variables
PLUS Loans. This study focuses on four dependent variables related to parent
borrowing through the federal PLUS loan program, which is the most common way
parents borrow for their children’s college (Sallie Mae 2019). The first measure of
interest is a dichotomous indicator of whether or not a student’s parents borrowed in the
2015-16 academic year and is collected from college’s administrative data. The second is
the amount of PLUS loans parents borrow for their children’s undergraduate educations
in the 2015-16 academic year. In my multivariable analyses, I log this variable to address
its skewed distribution and to interpret the effects as constant percentage changes. Both
of these variables are likely conservative estimates of the total amount that parents may
borrow to fund college expenses since parents may also take use debt from other sources
as well, such as home mortgage loan, credit card debt, or private educational loans. I also
investigate a third variable, the likelihood of holding parent PLUS loan debt greater than
$10,000. I use this threshold because current debates about legislation canceling federal
educational debt often focus on $10,000 (Murakami 2021; Nadworny 2021).
Parents’ debt-to-income ratio. To understand whether or not parent borrowing
through PLUS is associated with financial hardship, I construct a ratio of the amount of
PLUS loans parents borrowed to their annual income. I restrict my analyses to families
that have PLUS loans (16%) and positive, nonzero income (3%). By doing this, I am
likely underestimating debt-to-income ratios because unemployed parents are not
included in the sample. This will be the most consequential for the low-income families,
because unemployed parents were included in this category. In addition, because my
analyses focus on PLUS loans and not other types of debt that parents may use to fund
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college expenses, my estimate for debt-to-income ratios are likely lower overall, but
especially for middle- and low-income families who are more likely to use these forms of
debt.
Key Parents’ Characteristics. Parental income is my key independent variable
and I use a measure that collects parents’ income from FAFSA and divides households
into five groups. 4 The low income ($60,000 or less) student grouping corresponds to
those with the highest likelihood of using Pell grants (Protopsaltis and Parrott 2017).
Lower-middle income ($60,001 to $88,999) students are those between roughly the 45th
and 60th percentile; Middle income ($89,000 to $121,999) students fall between the 60th
and 75th percentile; Upper-middle income ($122,000 to 182,999), and high-income
students ($183,000 or more) are from families whose earnings are in the top 10 percent of
my sample.5 Second, parents’ education may indicate their familiarity with loans
(Henretta et al. 2012; Steelman and Powell 1991) so I compare parents who completed
college to those who did not. In addition, access to resources varies across race and
ethnicity so I compare the borrowing and contribution patterns of white families to Black,
Latinx, Asian, Native, and multiracial families. The measure comes from students’ selfreports of their race and ethnicity.

I perform sensitivity analyses with equal quartiles and quintiles of parents’ income with similar results. In
addition, the income distribution in my sample is very similar to the household income distribution for
2015 (Proctor, Semega, and Kollar 2016b).
5
Although it would be preferable to have a measure of family wealth when discussing family inequality,
NPSAS does not collect information on families’ net worth. As a result, I rely on income to help
understand patterns of economic inequality across parents with children. The literature on wealth asserts
that wealth is conceptually distinct from income, yet the correlation between wealth and single-year
income, as I use here, is 0.55 (Killewald, Pfeffer, and Schachner 2017). Indeed, in a review of the literature
on wealth, Killewald and colleagues (2017) state that “wealth and income are strongly associated” (p. 392),
and notes that the relationship becomes stronger at higher levels of income. Given that families who send
their children to college are more advantaged than the general population (Houle 2014b), it is likely that the
correlation between income and wealth is even higher in my sample.
4
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Additional Parent Characteristics. Parents’ likelihood of borrowing may depend
on their understanding of the higher education system. Those who were educated outside
of the United States may have less familiarity with the financial aid system and students
who were born outside of the United States may not be eligible for financial aid per
nationality requirements. As a result, I control for whether or not both parents were USborn in comparison to families where one parent is US-born and households where
neither parent was US-born. In addition, parents’ marital status is consequential for how
much they spend on their children’s educations (Fomby and Kravitz-Wirtz 2019;
Henretta et al. 2012; López Turley and Desmond 2011) so I compare parents who are
married or remarried to those who divorced, separated, or widowed and to those who are
single parents or never married.
Student Characteristics. These include students’ academic achievement, as
measured by their high school grade point average, their age, and their gender. In
addition, families with multiple children in college often receive more financial support
and are less likely to use debt so I account for whether or not a student has siblings who
attend college in the 2015-16 school year, which is collected in student surveys.
College characteristics. I account for a few different college characteristics. The
first is a four-part variable for college sector, comparing those enrolled at public
institutions to those attending not-for-profit private colleges, for-profit institutions, and
students who attended multiple types of institutions in the 2015-16 academic year.
Second, I control for institutional selectivity with a NPSAS-created measure that divides
institutions into four categories: open admission without minimum academic
requirements, minimally selective, moderately selective, and very selective. The four28

year institutions with academic requirements were divided into quartiles based on the
admission rate and the distribution of ACT and SAT scores. The moderately selective
category contains the two middle quintiles. Third, families may attend colleges with
different financial costs so I adjust for these potential differences by controlling for the
total amount of tuition, fees, room and board the institution charged. Similarly, I take into
account the amount of federal, state, and institutional grant aid in two separate variables
as well as student loans, and other sources of financial aid disbursed to students in the
2015-16 academic year. Institutional grant aid includes both need and non-need based
aid. Student debt is drawn from administrative data files and includes the amount of debt
students borrow from federal and private sources. Other sources of financial aid include
work-study, private grants, and federal veterans’ benefits and military aid. These
financial measures come from the college administrative files 6. Finally, in part due to
discriminatory state funding policies, historically black colleges and universities
(HBCUs) are underfunded relative to historically white institutions (Dougal et al. 2019;
Sav 2010) so families at HBCUs are more likely to rely on debt (Johnson et al. 2019;
Zaloom 2019), therefore I include an indicator of for HBCU enrollment during the 201516 school year.
Analytic Strategy
To understand the relationship between family income and PLUS loans, I use a
logistic regression and then a truncated linear regression among those who borrowed.
Unlike ordinary least squares, a truncated regression restricts the analyses to those who

6

In addition, rather than separate measures for grants and costs, I performed robustness checks using a
single measure for net price, which reflects the cost of tuition, fees, room and board minus grants. Results
remained consistent with the specification.
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borrowed. This helps distinguish how much parents borrow from who borrows, which is
especially useful in instances where borrowing rates are low, as with the PLUS program.
In addition, by differentiating between who borrows and how much debt borrowers use,
this conceptualizes loans as a two-step process, which is likely more reflective of parents’
decision process about loans: they first decide whether or not to use PLUS and then
determine how much they will borrow.7
To illustrate the financial burden that PLUS loans put on families across the
income distribution, I examine their debt-to-income ratios implementing two different
analytic strategies. The first is an ordinary least-squares regression of debt-to-income
ratio across family income after taking into account student, parent, and college
characteristics. This provides information on the differences in the conditional means of
debt-to-income across families with different income levels. However, given the
considerable skew of the debt-to-income ratio and the possibility that predictors of debt
vary across the income distribution (Baker 2019; Killewald 2013), focusing on the mean
may provide biased estimates of the variation that exists across the income distribution.
To address this, I rely on conditional quantile regression technique and present the
income-based differences at the median (Houle 2014b). Altogether, these analyses allow
me to determine who borrows and how heavy their debt burden is, providing insight into
how PLUS loans may influence wealth inequality among parents.

7

Recent work on educational debt has relied on two-tier Craggit models which first fits a probit model to
predict the likelihood of parent borrowing and then uses a truncated regression to model the amount of debt
borrowed while taking into consideration the probabilities determined in the probit model. Craggit models
are particularly useful for variables like loans where the most common value is zero (Burke 2009; Houle
2014b; Walsemann and Ailshire 2016). I perform a Craggit model (see Appendix 1C) and find that the
results are comparable to those in the logit and truncated regressions. Because the coefficients are more
interpretable in the logit and truncated regression models, I show these findings.
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Findings
Descriptive Findings
In my sample, 16% of the parents borrow PLUS loans for their dependent
children’s college educations and the average annual debt among borrowers is
approximately $14,600.8 The distribution of PLUS debt is considerably skewed with a
maximum amount of family debt of almost $67,000. Similarly, the debt-to-income ratio
is also skewed with a mean of 0.59 among borrowers and a median of 0.15. These
numbers are concerning because they indicate that parents who borrow may be
financially burdened by their PLUS loans since it would take the average borrower 7
months (0.59 of a year) of their income to repay their debt.
Yet, parent borrowing and debt burden differs by parents’ income (Table 1.1).
The parents of low-income students are less likely to borrow (14%) and carry less debt
($11,000), but they have a much higher debt-to-income ratio. Among borrowers, the
parents of low-income students carry debt levels that are almost 1.21 times their incomes
on average. The parents of low-middle and middle income students are more likely to
borrow (19% and 20%, respectively), borrow slightly more through PLUS (about
$14,000 and $15,000, respectively), and they face debt-to-income ratios between 0.15
and 0.2. Although upper-middle income parents are similarly likely to use PLUS as
lower-middle and middle income parents (19%), they borrow more and their debt-toincome ratios are lower. Finally, high-income parents are slightly less likely to use PLUS
loans (17%), though those that do borrow more ($22,000). Despite their higher debt
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Borrowing is relatively rare in my sample, likely because it includes students at all stages of their
educations, and some parents have not yet begun to borrow. Thus, my findings are conservative estimates.
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loads, high-income parents are the least burdened by their debt according to their debt-toincome ratios. Together, these findings about parent borrowing across the income
distribution indicates a complex relationship between family income and PLUS loans.
Policymakers and scholars who argue that parent PLUS loans are primarily used by
affluent families are ignoring critical patterns. Namely, the parents of lower-middle,
middle, and upper-middle income students are more likely to borrow through PLUS, and
PLUS puts low, lower-middle, middle, and upper-middle income families at greater risk
for experiencing financial hardship.
Multivariable Regression Analysis of Parent Borrowing Patterns
There are additional differences in families across the income distribution that
may influence their use of PLUS loans and families’ risk of experiencing financial
hardship. For example, family structure, parents’ education, student, demographic, and
college characteristics all vary across family income. To take into account all of these
characteristics, Table 1.2 presents findings from the logistic and truncated least square
regression models to investigate patterns in the odds of using parent PLUS loans and the
amount parents borrowed through PLUS. I find that the parents of low- and high-income
students have lower odds of using parent PLUS loans as low-middle, middle, and uppermiddle income parents9. This contradicts previous analyses and underscores that the
importance of using timely data to capture parent borrowing before repayment begins. In
addition, consistent with previous work on racial and ethnic patterns in both student and
parent borrowing (Addo et al. 2016; Houle 2014b; Houle and Addo 2018; Jackson and

9

A global test of the equality of coefficients confirms these patterns.
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Reynolds 2013; Zaloom 2019), Black parents have 76% higher odds of borrowing
through PLUS when compared to white parents. In addition, students whose parents have
some college or an Associate’s degree have higher odds of borrowing than parents with a
Bachelor’s degree. These findings highlight that assertions that parent borrowing is a
resource primarily for affluent, white parents are overstated.
In supplemental analyses (Appendix Figure 1A), I find that this relationship
between income and the likelihood of using PLUS varies across race and ethnicity. In
particular, the middle-income squeeze pattern is unique to white families. In contrast,
Black, Native, and Multiracial parents are similarly likely to borrow regardless of their
income level. Among Latinx parents, low-income parents are less likely to borrow than
middle-income Latinx parents, but middle- and high-income Latinx parents are similarly
likely to use PLUS. Among Asians, high-income parents are less likely to use PLUS than
middle-income parents, but low- and middle-income parents are similarly likely to
borrow.
Focusing on borrowers only, the second column of Table 1.2 documents patterns
in the amount of PLUS loans parents used and finds different patterns than those
observed for the likelihood of borrowing. Namely, the parents of high-income students
use more parent PLUS loans than middle-income parents (14% more), and low and
lower-middle income parents borrow less than middle-income parents (27% and 12%
less, respectively), net of student and college characteristics 10. In addition, after taking
into account student and college characteristics, parent borrowers of educational
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Again, a global test of the equality of coefficients shows that the amount borrowed varies across the
income distribution.
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backgrounds rely on similar amounts of parent PLUS loans. In addition, Asian parent
borrowers rely on 19% more PLUS loan debt than white parents. In supplemental
analyses (Appendix Figure 1B), I find that these income patterns across income do not
vary depending on race and ethnicity.
Finally, the third column considers whether some parents are more likely to take
on high amounts of debt through the parent PLUS program. As a reminder, I use $10,000
as the benchmark for high amounts of debt, since this is the amount currently being
discussed in policy proposals (Murakami 2021; Nadworny 2021). Relative to middleincome parents, low, low-middle, and high-income parents all have lower odds of
carrying parent PLUS loan debts greater than $10,00011. In addition, Black parents have
69% higher odds of holding debt loads greater than $10,000 as compared to white
parents. Policy proposals that seek to cancel $10,000 in federal educational debt primarily
benefit low, lower-middle, and high-income parent borrowers, but continue to leave
middle, upper-middle income and Black parents with debt to repay. This is concerning
because these groups are more likely to borrow.
Supplemental analyses shows that this pattern is again predominantly observed
among White parents (Appendix Figure 1C). Among Black and Latinx parents, low
income parents are less likely to hold more than $10,000 in PLUS loan debt than middleincome parents, but low-middle, middle-, upper-middle, and high-income same-race
parents all have similar odds of holding PLUS loan debt greater than $10,000. Asian,
Native, and Multiracial parents across the income distribution would be equally likely to
see their PLUS loan debt cancelled. As a result, it is important to recognize the ways that
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race and family income generate different patterns for PLUS loan debt.
Across the three models, a number of additional characteristics are associated
with parent borrowing. First, students with two parents who were born outside of the
United States have lower odds of having parents who borrow, they have parents who
borrow less debt, and their parents have lower odds of borrowing more than $10,000. In
addition, students with higher high school grades have lower odds of having parents who
borrow in any amount or who borrow more than $10,000. As students get older, their
parents are also borrowing less and have lower odds of using PLUS and having debt
burdens above $10,000. Students at moderately-selective institutions have higher odds to
have parents who borrow and parents who borrow more than $10,000 as compared to
students who attend open admission or very selective institutions. Similarly, parents of
students attending for-profit colleges are more reliant on PLUS in terms of both their
odds of borrowing at all through PLUS and of borrowing more than $10,000 in PLUS
loan debt. A similar pattern is observed for the parents of students who attended multiple
institutions in the 2015-6 academic year. Consistent with previous findings (Zaloom
2019), the parents of HBCU students have higher odds of using PLUS loans. Finally,
different financial considerations are associated with parent borrowing. Parents of
students who attend more expensive schools are more reliant on PLUS loans, but as
institutional grant aid, grant aid from state and federal sources, student loan debt, other
sources of aid, and parents’ own contributions from income and savings increase, parents
have lower odds of using PLUS and borrow less of it when they do.
To make this more concrete, Figure 1.1A and 1.1B shows predicted values net of
family, student, and college characteristics. Figure 1.1A documents that parents in the
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middle of the income distribution are more likely to borrow than either low- or highincome parents. For example, while low- and high-income parents are 15% and 14%
likely, respectively, to use PLUS, low-middle, middle, and upper-middle income parents
are between 17 and 19% likely to use parent PLUS loans. Although parent borrowing is
still relatively uncommon among the parents of undergraduates, it is not solely a
phenomenon among high-income parents.
Figure 1.1B shows that high-income parent borrowers use about $14,430 in PLUS
loan debt. This is about $1,000 more than upper-middle income parents, $2,000 more
than middle, $3,000 than lower-middle income parents, and about $5,000 more than lowincome students. Although high-income parent borrowers use higher amounts of PLUS
loan debt, parents in the middle of the income distribution also borrow more than $10,000
on average. Rather than showing that parent borrowing is primarily used by high-income
families as policymakers often assert, these patterns suggest that it is instead often
experienced among middle-income parents.
Multivariable Regression Analysis of Parents’ Debt-to-Income Ratios
To understand how burdened parents are by their debt from the PLUS program,
Table 1.3 presents parents’ debt-to-income ratio in three different ways among those who
borrow, net of all controls. Low-income parents have 42% higher average debt-to-income
ratio relative to middle-income parents conditional on borrowing and net of controls. In
contrast, high-income parents have 6% lower average debt-to-income ratios than middleincome parents 12. This indicates that even though low-income parents are the least likely
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These differences are confirmed with a global test of the equality of coefficients.
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to borrow and borrow the least, their debt is a greater burden. Column 2 shows median
debt-to-income and illustrates greater burden among low- and low-middle income
families and high-income parents continue to have less. Consistent with existing literature
(Baker 2019; Houle 2014b), there are a few other characteristics associated with parents’
financial hardship. There is limited evidence that debt burdens vary considerably across
parents’ education level, Black parents have higher median debt-to-income ratios.
Supplemental analyses show that low-income families across race and ethnicity all face
much higher debt-to-income ratios than their same-race peers with higher incomes (see
Appendix Figure 1D).
Figure 1.2 displays predicted debt-to-income across the income distribution net of
student and family characteristics. First, the predicted average debt-to-income ratio for
low-income parents is above the threshold for burdensome debt-to-income ratios (0.60).
In contrast, low-middle income parents have an average debt-to-income ratio of 0.2.
Middle, upper-middle income, and high-income parents have lower average debt-toincome ratios (0.18, 0.17, and 0.15 respectively). The predicted median debt-to-income
ratio depicts a similar story, though predicted debt-to-income ratios are lower because the
median is less influenced by the influence of outliers. Specifically, low-income parents
have median debt-to-income ratios about half of the 0.6 threshold used in Texas. Lowmiddle, middle, upper-middle, and high-income parents have lower median debt-toincome ratio (0.16, 0.14, 0.12, and 0.09, respectively).
Discussion
Scholars and policymakers often describe parent borrowing through the Parent
Loans for Undergraduate Students (PLUS) program as a phenomenon unique to high37

income parents (Baum et al. 2019; Murakami 2021; Walsemann and Ailshire 2016). This
is sometimes used as a reason to exclude parent borrowing from current policy
discussions about federal educational debt (Murakami 2021). Similarly, academics
interested in college affordability or economic inequality have been less inclined to
investigate the economic consequences of parent borrowing through PLUS (see Di et al.
2019; Elliott and Friedline 2013; Walseman and Ailshire 2016; Zaloom 2019 for notable
exceptions). Yet, the public increasingly refers to parent borrowers as “victims” of the
educational debt crisis (Epperson and Dickler 2019). This study challenges assumptions
about who borrows through the PLUS program and finds empirical evidence to support
the concern that educational debt is a crisis for parents as well as students. I consider
parent borrowing’s implications for inequality by documenting the patterns in parents’
PLUS loan debt burdens. Consistent with descriptions of the middle-income squeeze
(Dwyer 2018; Houle 2014b; Wolff 2010, 2013), I find that parent borrowing is more
common for middle-income parents and that debt is especially burdensome for lowincome parents.
A narrow focus on the amount parents borrow may lead to the conclusion that
PLUS is largely used by high-income parents. Indeed, high-income parent borrowers,
defined in this study as those who make $183,000 or more and is equivalent to the top
10% of earners, use more PLUS debt. This showcases how unaffordable college tuition,
fees, room and board have become because even some high-income parents lack the
savings to cover the net college price. But this is only part of the story. Parents from the
middle of the income distribution (or between the 40th and 90th percentile of earners) are
more likely to use PLUS. In addition, an average middle-income parent has higher
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average PLUS loan debt than an average high-income parent (analyses available upon
request). This provides additional support for the middle-income squeeze hypothesis that
has documented the different expenses middle-income families increasingly pay for with
debt because of declining wages and increasing costs for medical care, goods, and
education (Dwyer 2018; Houle 2014b; Perna and Li 2006; Wolff 2010). To date,
educational debt was largely considered an issue for middle-income youth, but this study
shows that middle-income parents also rely on debt to pay for college expenses.
Notably, the middle-income squeeze has been documented among student loan
borrowers (Houle 2014b). Although increasing student loan amounts are associated with
less parent PLUS debt in this study, students who borrow are more likely to have parents
who use PLUS and their parents borrow more PLUS debt (analyses available upon
request) (Fishman 2018). This may reflect parents’ greater willingness to use loans if
their child also borrows, that financial aid policies encourage parents to delay borrowing
until their child has maximized their federal debt (U.S. Department of Education 2019b),
or the depth of families’ unmet financial need (Fishman 2018). Regardless, this pattern is
concerning because it indicates that multiple generations in a family, especially middleincome families, hold educational debt to pay for a single child’s college education,
which has implications for intergenerational support and economic inequality.
Beyond family income, this study also documents racialized borrowing patterns
previously observed across other types of debt (Baradaran 2019; Dwyer 2018; Houle and
Addo 2018; Oliver and Shapiro 2006; Zaloom 2019). Specifically, Black parents are
more likely to borrow than whites. There are a number of explanations for this. First,
Black students report relying on counselors and parents’ social networks to learn about
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managing college costs (McCabe and Jackson 2016). It is possible that these networks are
more likely to suggest PLUS than white students’ contacts. In addition, given the
historical racial inequities in wealth and access to credit (Baradaran 2019; Killewald,
Pfeffer, and Schachner 2017; Oliver and Shapiro 2006; Percheski and Gibson-Davis
2020; Spilerman 2000), Black parents’ higher likelihood of using PLUS loans may reflect
differences in the types of credit and debt families can access across race and ethnicity.
For example, given the discriminatory mortgage policies they are subject to, Black
parents may be less likely to rely on home wealth to finance college and thus may use
PLUS instead. Similarly, Black students are more likely to attend colleges where
borrowing is common. For example, reflecting years of underinvestment, historically
black colleges and universities (HBCUs) receive less financial support from federal and
state governments (Sav 2010). This translates into less institutional aid for students and
greater need for students and their parents to borrow (Johnson et al. 2019; Sav 2010).
Similarly, Black students are more likely to enroll at for-profit institutions, where
students are more likely to borrow than at either public or private institutions (Cottom
2017). In addition, I find that Asian parent borrowers rely on higher amounts of PLUS
loan debt than white parents, net of college characteristics like cost and selectivity. To
date, there has been less attention to Asian borrowing patterns, but these findings suggest
the importance of investigating more deeply. Finally, supplemental analyses for all of my
measures of debt burden find that some patterns across income also vary by race and
ethnicity. Measures for odds of borrowing at all or amounts greater than $10,000
primarily capture the experiences of White parents, while total debt among borrowers and
debt-to-income ratios are more reflective of the debt burdens experienced by parents
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across race and ethnicity. These findings serve as a reminder that there are both racialized
and classed patterns in debt. To identify appropriate policy solutions to address these
racialized patterns in borrowing, future work should examine these different patterns and
explanations more closely.
To provide a more complete accounting of how significant of an issue PLUS
loans are for parents, this study investigates parents’ debt burden. Scholars of debt have
increasingly called for research to take into account the nuances of how debt influences
borrowers’ economic situations (Baker 2019; Quadlin and Conwell 2020; Zaloom 2019).
This study investigates parents’ debt burden from PLUS with three different measures to
show that low- and middle-income parents are more burdened by PLUS loan debt. This
further confirms that parent PLUS loans are a concern not just for high-income parents
but also have economic consequences for middle- and low-income parents. Given that
high debt-to-income ratios are associated with slower repayment and greater risks of
defaulting (Baum and Schwartz 2006; McCloud and Dwyer 2011), heavier PLUS loan
burdens among low-income parents may contribute to inequality. Previous work on
intergenerational financial support noted that low- and middle-wealth families lose
wealth when their children reach young adulthood, while high-wealth families do not
(Maroto 2018). By extending the middle-income hypothesis to parent borrowers, I
identify PLUS loans specifically and college costs more generally as mechanisms leading
to widening inequality among parents of young adult children.
My findings also have implications for higher education policies. First, when
policymakers dismiss parent PLUS loans as being primarily used by high-income
families, they obscure the higher rates of borrowing among middle-income parents and
41

the heavier debt burdens borne by low-income parents. This misrepresentation is
concerning because it ignores parents’ financial sacrifices and stalls conversations that
might alleviate parents’ burdens (Baum et al. 2019; Murakami 2021). For example, my
findings show that current policy proposals to cancel $10,000 in student debt would leave
middle- and upper-middle income parents with debt to repay. Policy proposals that cancel
greater amounts of federal debt would be more likely to address all of middle-income
parents’ PLUS loan debt. In addition, by framing parent PLUS loans as a resource for
high-income families, policymakers implicitly treat less advantaged borrowers as if they
are irresponsible for using PLUS loans (Baum et al. 2019; Cellini, Darolia, and Ritter
2020). These policymakers sometimes point to high default rates among low- and
middle-income parent borrowers and advocate for restricting access to PLUS by
increasing credit requirements (Baum et al. 2019; Cellini et al. 2020). Although this
policy solution may address the heavy debt burden that low- and middle-income parents
are at greater risk of experiencing, this solution is short-sighted because it restricts access
to funds that help parents provide college opportunities for their children (Johnson et al.
2019; United Negro College Fund 2017). Instead, addressing the conditions that
necessitate parent borrowing—like unaffordable college costs and declining wages—
would be more likely to address parents’ debt burden without restricting educational
opportunities.
Although this work presents a first step in understanding the implications parent
borrowing has for inequality, it is not without limitations. First, this study asserts that
patterns in parent borrowing and parents’ debt burden from PLUS loans may contribute
to wealth inequality for parents across the income distribution. Yet, I am unable to
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directly tie PLUS loans to wealth gaps across families because my data lacks a measure
for parent wealth. Although wealth is conceptually distinct from income, the correlation
between wealth and single-year income, as I use here, is 0.55 (Killewald et al. 2017).
Indeed, in a review of the literature on wealth, Killewald and colleagues (2017) state that
“wealth and income are strongly associated” (p. 392), and notes that the relationship
becomes stronger at higher levels of income. Given that families who send their children
to college are more advantaged than the general population (Houle 2014b), it is likely
that the correlation between income and wealth is even higher in my sample. Regardless,
future work should more directly interrogate the link between parent PLUS loans and
wealth inequality. For example, investigating repayment rates, deferrals, or defaults
would be a more direct way to link PLUS loans to wealth.
In addition, debt-to-income ratios are imperfect measures of debt burden in part
because of difficulties in capturing unemployed borrowers’ burden. In this study, I
restrict the debt-to-income analyses to employed parents. Although most parents in the
sample were employed (97%), my findings do not generalize to all parent borrowers of
dependent undergraduates. This is especially important to consider during the current
economic recession that has led to staggering unemployment (Cohen and Hsu 2020). To
address this, some studies use debt-to-asset ratios instead (Houle 2014a), but even fewer
Americans’ have positive assets so it leads to similar issues. Others impute a small
income for unemployed borrowers (Chiteji 2007; Houle 2014a). I ran sensitivity analyses
using this method and my results stayed consistent, but this method risks overinflating
debt-to-income. Others have used a measure that calculates whether borrowers paid any
of their principal loan balance over a period of time (Kelchen and Li 2017). This
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approach seems promising, but data limitations may prove to be an issue for uptake on
this measure. Future work should continue to consider other ways of measuring
borrowers’ debt burdens.
In addition, this study presumes that families across the income distribution
borrow through for similar reasons, but this may not be the case. For example, there is
evidence that low-income parents use PLUS to help their child access college (Kargar
and Mann 2018). In contrast, high-income parents report using PLUS to try to shield their
children from burdensome student debt (Perna 2008). Future work should consider
different reasons that parents borrow through PLUS to understand income-differences
parent borrowing patterns. Similarly, the data does not include information on what
financial aid options were available to families so it is unclear whether differences in
borrowing across the income distribution reflect a refusal of PLUS loans, a lack of need,
or a lack of information about PLUS loans. PLUS exists in a broader context of grant aid,
student loans, and other forms of financial assistance that parents and families may
choose between. Knowing the full options available to students and their families will aid
in disentangling why parents decide to borrow on behalf of their children.
Recent work on the costs of higher education and the growing reliance on
educational debt has largely focused on students and the implications for inequality in
young adulthood. Despite growing reliance on debt among Americans of all ages (Dwyer
2018; Houle 2014a; National Center for Education Statistics 2016), there has been less
attention to parent borrowing (for exceptions see Di et al. 2019; Elliott and Friedline
2013; Walseman and Ailshire 2016; Zaloom 2019). Policymakers and scholars have
largely asserted that parent borrowers are high-income (Baum et al. 2019; Murakami
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2021; Walsemann and Ailshire 2016), but this study shows that this is not necessarily the
case. Instead, patterns in parent borrowing through the PLUS loan program largely
mirrors the middle-income squeeze hypothesis and raises concerns that financing college,
especially though educational debt, may contribute to wealth inequality among middleaged parents. This underscores the importance of considering parents’ educational debt in
conversations about college affordability and wealth inequality. Finally, this study
provides empirical support that many parents are victims of educational debt because
higher education leaves low- and middle-income parents disproportionately vulnerable to
financial risks as they try to provide postsecondary opportunities to their children.
Policymakers and higher education advocates should consider that educational debt
generates risks for both multiple generations of student borrowers and seek policy
solutions that reduce the need for educational debt by providing more financial aid,
advocating for a living wage for families, and increasing government support to higher
education to reduce net college prices.
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Table 1.1. Parent borrowing and debt-to-income ratio by
parents' income
Debt-toincome
Use PLUS
PLUS ($)
ratio
Low
income

mean
se
N

0.136
0.006
9,750

11,202
486
1,300

0.536
0.031
1,220

Lowermiddle

mean
se
N

0.189
0.010
3,610

13,620
519
690

0.185
0.007
690

Middle
income

mean
se
N

0.198
0.011
3,310

15,430
556
660

0.148
0.005
660

Uppermiddle

mean
se
N

0.190
0.010
3,310

18,036
664
610

0.124
0.005
610

High
income

mean
se
N

0.17
0.012
2,210

22,310
823
370

0.088
0.003
370

Notes: Analysis limited to dependent students enrolled in a
four-year institution and applied to federal financial aid
during the 2015-6 school year; Analysis of amount of PLUS
loan debt further limited to those who borrow through
PLUS; Analysis of debt-to-income ratios further limited to
those with parents who have non-zero income; Standard
errors in parentheses; *** p<0.001, ** p<0.01, * p<0.05; Ns
rounded to nearest tens per NCES disclosure rules
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Table 1.2. Odds Ratios of Any Debt (Logit), Debt among Borrowers (Truncated
Regression; ln(y)|y>0)), and Odds Ratios of Borrowing More than $10,000 (Logit)
1
2
3
Odds of
Debt,
using
Odds of
Logged,
$10,000
using
among
or more
VARIABLES
PLUS
borrowers of PLUS
Parent Income (Middle income omitted)
Low income, $50,000 or less
0.765** 0.274*** 0.567***
(0.077)
(0.054)
(0.080)
Low-middle income, $50,001 - 71,999
1.009
-0.118*
0.933
(0.099)
(0.049)
(0.114)
Upper-middle income, $95,000 - 161,999
0.877
0.057
0.914
(0.082)
(0.044)
(0.101)
High income, $162,000+
0.662*** 0.139**
0.716*
(0.075)
(0.051)
(0.095)
Parents' education (Bachelor's degree omitted)
High school diploma or less
1.063
-0.076
0.884
(0.108)
(0.056)
(0.124)
Some college or AA
1.209*
0.026
1.094
(0.094)
(0.039)
(0.104)
Master's degree
0.934
0.019
0.872
(0.071)
(0.040)
(0.080)
Parents' marital status (Re/married omitted)
Divorced or widowed
0.922
0.011
0.943
(0.068)
(0.039)
(0.092)
Single parent
1.099
-0.059
0.997
(0.131)
(0.075)
(0.164)
Race/ethnicity (Whites omitted)
Black
1.761***
0.097
1.686***
(0.174)
(0.051)
(0.206)
Latinx
0.918
0.039
1.011
(0.094)
(0.055)
(0.127)
Asian
0.799
0.193*
0.885
(0.113)
(0.098)
(0.162)
Native American
0.718
0.185
0.781
(0.267)
(0.221)
(0.335)
Multiracial
0.973
-0.107
0.770
(0.146)
(0.097)
(0.173)
Nativity (Both parents born in the United States)
Both parents born outside of the US
0.801*
-0.131*
0.713**
(0.074)
(0.053)
(0.091)
One parent born outside of the US
1.012
0.021
1.112
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Has a sibling in college
Female
Grade point average in high school
Students' age as of 12/31/2015
College selectivity (Moderately selective omitted)
Open admission
Minimally selective
Very selective
College sector (Public college omitted)
Private

(0.115)
1.016
(0.065)
1.022
(0.060)
0.918*
(0.032)
0.937***
(0.018)

(0.069)
-0.012
(0.035)
0.006
(0.030)
-0.019
(0.017)
-0.021*
(0.009)

(0.162)
1.083
(0.087)
1.063
(0.076)
0.908*
(0.039)
0.927**
(0.021)

0.682*
(0.122)
1.071
(0.154)
0.802*
(0.079)

-0.108
(0.114)
-0.015
(0.060)
0.020
(0.048)

0.668*
(0.125)
1.001
(0.168)
0.772*
(0.095)

0.955
(0.097)
2.064***
(0.382)
1.477***
(0.115)
1.398*
(0.232)
1.041***
(0.003)

0.941
(0.127)
2.105***
(0.416)
1.305*
(0.147)
1.471
(0.407)
1.060***
(0.004)

22,190

State or federal grant aid ($1000)

0.950***
(0.007)

Institutional grant aid ($1000)

0.974***
(0.004)
0.998
(0.004)
0.953***
(0.012)
0.993**
(0.003)
0.619
(0.274)

0.078
(0.054)
0.125
(0.131)
0.301***
(0.063)
0.063
(0.094)
0.029***
(0.002)
0.029***
(0.005)
0.024***
(0.003)
-0.016**
(0.006)
-0.006
(0.009)
0.005***
(0.001)
9.217***
(0.240)

22,190

3,630

For-profit
Multiple college types
Historical black college indicator
College tuition, fees, room and board ($1000)

Student loans ($1000)
Other types of aid ($1000)
Parents' contribution ($)
Constant

Observations
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0.923***
(0.009)
0.962***
(0.004)
0.984***
(0.004)
0.953**
(0.014)
0.994
(0.003)
0.351
(0.198)

Notes: Analysis limited to dependent students enrolled in a four-year institution during
the 2015-6 school year; Standard errors in parentheses; *** p<0.001, ** p<0.01, *
p<0.05; Ns rounded to nearest tens per NCES disclosure rules
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Figure 1.1A. Predicted probabilities of parent
borrowing through PLUS by parent income
0.25
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0.15

0.1
0.05
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Low income

Low-middle
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Upper-middle
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Notes: Analysis limited to dependent students enrolled in a four-year institution and
applied to federal financial aid during the 2015-6 school year; Predicted probabilities
control for parents’ education, marital status; students’ race/ethnicity, nativity, gender,
high school grade point average; College selectivity, sector, HBCU, college tuition, fees,
room, and board, state and federal grant aid, institutional grant aid, student loans, and
parents’ contribution.

Figure 1.1B. Predicted amount of PLUS loans
used by parents borrowers ($)
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Notes: Analysis limited to dependent students enrolled in a four-year institution and
applied to federal financial aid during the 2015-6 school year; Predicted values control
for parents’ education, marital status; students’ race/ethnicity, nativity, gender, high
school grade point average; College selectivity, sector, HBCU, college tuition, fees,
room, and board, state and federal grant aid, institutional grant aid, student loans, and
parents’ contribution.
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Table 1.3. Weighted estimates predicting mean debt-to-income ratio (OLS), median
debt-to-income ratio (Quantile regression)
(1)
(2)

VARIABLES
Parent Income (Middle income omitted)
Low income, $50,000 or less
Low-middle income, $50,001 - 71,999
Upper-middle income, $95,000 - 161,999
High income, $162,000+
Parents' education (Bachelor's degree omitted)
High school diploma or less
Some college or AA
Master's degree
Parents' marital status (Re/married omitted)
Divorced or widowed
Single parent
Race/ethnicity (Whites omitted)
Black
Latinx
Asian
Native American
Multiracial
Nativity (Both parents born in the United States)
Both parents born outside of the US
One parent born outside of the US
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Mean
Debt-toincome
ratio

Median
Debt-toincome
ratio

0.417***
(0.044)
0.016
(0.016)
-0.019
(0.011)
-0.064***
(0.013)

0.211***
(0.011)
0.039***
(0.012)
-0.015
(0.010)
-0.055***
(0.012)

-0.002
(0.050)
-0.022
(0.031)
-0.017
(0.025)

-0.011
(0.011)
-0.006
(0.008)
0.002
(0.009)

0.049
(0.035)
0.068
(0.072)

0.009
(0.009)
0.014
(0.013)

0.063
(0.038)
-0.022
(0.036)
0.112
(0.068)
-0.144
(0.096)
0.007
(0.065)

0.020*
(0.010)
-0.000
(0.011)
0.024
(0.018)
0.022
(0.038)
0.005
(0.018)

-0.045
(0.033)
0.051

-0.004
(0.011)
0.022

(0.046)
-0.030
(0.020)
0.004
(0.020)
-0.004
(0.013)
-0.000
(0.006)
0.204
(0.163)

Has a sibling in college
Female
Grade point average in high school
Students' age as of 12/31/2015
Constant

(0.014)
-0.011
(0.007)
0.004
(0.007)
-0.004
(0.003)
-0.003
(0.002)
0.230***
(0.051)

Observations
3,540
3,540
Notes: Analysis limited to dependent students enrolled in a four-year institution during
the 2015-6 school year and whose parents had non-zero income; Standard errors in
parentheses; *** p<0.001, ** p<0.01, * p<0.05; Ns rounded to nearest tens per NCES
disclosure rules

52

Figure 1.2. Predicted debt-to-income ratio among parent
borrowers with non-zero income net of controls
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Notes: Analysis limited to dependent students enrolled in a four-year institution and applied
to federal financial aid during the 2015-6 school year; Predicted values control for parents’
education, marital status; students’ race/ethnicity, nativity, gender, high school grade point
average; College selectivity, sector, HBCU, college tuition, fees, room, and board, state
and federal grant aid, institutional grant aid, student loans, and parents’ contribution.
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CHAPTER 2
Parent Borrowing through PLUS and their Children’s Bachelor’s Degree
Completion

Abstract
Considerable research has examined whether, and how, families and students leverage
financial resources, such as direct investments from parents, grants, scholarships, and
student loans, for Bachelor’s degree attainment, but there has been little attention to the
role parent borrowing plays in college completion. Using the Beginning Postsecondary
Student Longitudinal Study, 2004-2009 (BPS:09), this study investigates whether parent
borrowing through the Parent Loans for Undergraduate Student program supports
Bachelor’s degree attainment. Drawing on cultural sociological theories, this study
underscores the importance of considering qualitative dimensions of financial resources,
like how money is disbursed and who uses it, to understand differences in how grants,
scholarships, and loans influence degree attainment. Parent borrowing is associated with
stronger degree completion for low-income students, but the amount of PLUS loans does
not influence degree attainment. These findings have theoretical implications for
educational attainment and policy implications for how to address college affordability.
Introduction
In the United States, a college degree is viewed as a gateway to opportunity (Hout
2012; MacLeod 2009), but only about 60% of college students complete their degree
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(National Center for Education Statistics 2019; Radford et al. 2010). Completing college
depends on a number of factors, but college affordability is a serious impediment for
degree attainment, especially for students from low-income families (Delaney 2014;
Long and Riley 2007b; Perna and Li 2006; Radford et al. 2010; Woo and Lew 2020). As
family wages and grant aid have stagnated and the net price at four-year colleges has
risen to $15,380 a year, a growing proportion of families across the income distribution
have turned to educational debt to cover remaining college costs (Long and Riley 2007b;
Ma et al. 2019; Perna and Li 2006). Scholarly and public attention is largely focused on
student loans, but families’ reliance on debt is increasingly a product of parent
borrowing. Between the 2010-11 and 2017-18 school year, the percent of undergraduate
loans disbursed to parents through the Parent Loans for Undergraduate Student (PLUS)
program grew from 18 to 23 percent (Woo and Lew 2020). As more parents borrow, it is
important to understand whether parent PLUS loans help address college affordability
issues and support college completion.
Parents are a critical source of financial and emotional support to children as they
navigate college (Elliott, Destin, and Friedline 2011; Hamilton 2013, 2016; Hamilton,
Roksa, and Nielsen 2018; McCabe and Jackson 2016; Perna 2006; Rauscher 2016;
Rowan-Kenyon et al. 2008; Steelman and Powell 1989). Despite the importance of
parents’ financial resources for students’ college success, college costs even after taking
into account grants and scholarships are beyond the means of many families (Delaney
2014; Long and Riley 2007b; Perna and Li 2006; Radford et al. 2010) so parent PLUS
loans are an important avenue for families to provide financial support. Yet, policy
discussions about parent borrowing are often divorced from larger conversations about
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college affordability. Scholars and policymakers often argue for restricting access to
PLUS by creating stricter credit requirements without considering that parent borrowing
is a critical resource parents use to support their children’s college education (Baum et al.
2019; Cellini et al. 2020). Evidence shows that such a policy change would reduce
college access (Johnson et al. 2019; Kargar and Mann 2018; United Negro College Fund
2017), but it is unclear how it would impact college completion.
This study draws on different sociological literatures on money and financial
resources to investigate whether or not parent borrowing supports children’s degree
attainment and under what conditions. Status attainment and human capital theories
suggest that more money, regardless of its source or who uses it, will improve graduation
rates (Becker 2009; Goldrick-Rab, Harris, and Trostel 2009; Sewell et al. 1969; Sewell
and Shah 1968). Yet, cultural sociological theories argue that qualitative characteristics
of money, like its source and who uses it, are also significant (Bandelj 2020; GoldrickRab and Kolbe 2016; Hamilton 2013; Zelizer 1997). As a result, documented associations
between other resources—like student loans or grant aid—and educational attainment
may not be observed for parent borrowing. Indeed, a growing body of research shows
that grants and student loans influence Bachelor’s degree attainment differently,
depending on who relies on the resource and the amount used (Alon 2007; Dwyer et al.
2012; Hamilton 2013). This suggests that grants, student loans, and perhaps parent PLUS
loans are not interchangeable, making it important to consider the different relationships
between types of financial resources and college completion.
By investigating parent borrowing through the PLUS program, this study
contributes to theories of educational attainment by clarifying what types of financial
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resources and under what conditions that resource supports degree completion. In the
context of high college costs, stagnating family incomes, and limited grant support,
showing whether or not children are more likely to complete college when their parents
borrow helps policymakers and scholars advocate for more effective policies that better
address declining college affordability. Using data from the 2003-09 Beginning
Postsecondary Longitudinal Study (BPS), I find that parent borrowing is not associated
with Bachelor’s degree attainment overall, regardless of the amount borrowed. Yet, lowincome children of parent borrowers do see a slight improvement in degree attainment
relative to their low-income peers whose parents did not borrow. These findings are
consistent with cultural sociological theories that emphasize qualitative dimensions of
money. These findings indicate that parent borrowing cannot effectively substitute for
other resources like grant aid, but policy solutions that restrict access to parent PLUS
loans are overly simplistic. I discuss the implications for college affordability and the
importance of developing financial aid policies that are more supportive of students’
degree attainment.
College Affordability, Parent Borrowing, and Educational Attainment
A college degree has become a gatekeeper for middle-class life in America. In
response, American family life has been reorganized around the project of financing
higher education and supporting children through graduation (Hamilton 2016; Tevington
et al. 2017; Zaloom 2019). Even though parents’ financial support for college helps
children complete their degree (Hamilton 2013; Steelman and Powell 1991), not every
parent has the means to help their child pay for college (Long and Riley 2007b; Sallie
Mae 2019). Over the last thirty years, college has become less affordable for students and
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their parents (Delaney 2014; Perna and Li 2006). Between 1984 and 2011, the average
cost of tuition, fees, room and board at four-year public institutions grew from 16.4% of
the median household income to 33.5% (Delaney 2014), and 60% of dependent students
had unmet financial need (college tuition, room and board, and fees minus Expected
Family Contribution and grant aid) in 2003-04 (Long and Riley 2007b). These declines in
college affordability hamper students’ access to, and success in, college (Avery and
Hoxby 2003; Bresciani and Carson 2002; Paulsen and St. John 2002), making it
imperative to reduce college costs or to provide families with resources to help finance
college.
Higher education policy posits that financial resources like educational debt and
grant aid should help students and families address the gap between their resources and
college costs and should support college completion. To understand the effectiveness of
these solutions, studies investigate the relationship grants and student loans have with
college enrollment and degree attainment (Alon 2007, 2011; Dwyer et al. 2012; Hamilton
2013; Herzog 2018; Jackson and Reynolds 2013). The relationship differs depending on
the type of resource (Alon 2007; Chen 2008; Chen and DesJardins 2010; Heller 1997),
underscoring the importance of disaggregating the various resources available to families
and investigating their distinct associations with college outcomes. Similarly, the
educational benefits observed for a given resource differ depending on who uses it (Alon
2007, 2011; Dwyer et al. 2013, 2012; Heller 1997; Jackson and Reynolds 2013). In
addition, especially for educational debt, the amount used influences college outcomes
differently (Dwyer et al. 2013, 2012). As a result, to determine the benefits of these
different types of resources, multiple characteristics of that resource—who uses it and
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how much—must be considered along with different educational outcomes.
Parent PLUS loans are unique from student loans and grant aid in terms of who
uses them and the amount of debt families use. Like federal grant aid and student loans,
families apply for PLUS loans through the Free Application for Student Aid (FAFSA).
Unlike grants and student loans, PLUS loan eligibility depends on a few additional
factors. First, parents must be a biological, adoptive, or step-parent to a child enrolled at
least half-time in college. In addition, parents must meet certain credit requirements,
which are much lower than the threshold they would have to reach for many other
sources of credit, such as taking out an additional mortgage or other lines of credit (U.S.
Department of Education 2019a). Together this suggests that families with parent
borrowers are more advantaged than parents who do not use PLUS, but less advantaged
than families where parents use other forms of debt to pay for college (Cepa ND,
Walsemann & Ailshire 2016). Second, the amount of PLUS loans parents can borrow
varies dramatically across families because it depends on the difference between college
costs and financial aid (U.S. Department of Education 2019b). In other words,
institutional characteristics and the amount of grant aid that students already receive may
matter for how parent borrowing influences degree attainment. As a result, parent PLUS
loans may have a distinct relationship to degree attainment than other resources like grant
aid and student loans that are used to address college affordability.
Unlike grant aid and student loans, less is known about the educational benefits of
parent borrowing through the PLUS program, including how it impacts degree attainment
and under what conditions (for exceptions see Woo and Lew 2020). Instead, existing
investigations have largely focused on college access and enrollment (Johnson et al.
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2019; Kargar and Mann 2018; United Negro College Fund 2017). These studies find that
many students, especially Black students and those from low-income households,
discontinued enrollment or did not matriculate after policy changes restricted access to
federally-financed parent loans (Johnson et al. 2019; Kargar and Mann 2018; United
Negro College Fund 2017), though some work finds a negative association between
PLUS loans and persistence (McClure 2017). In contrast, there is limited evidence that
the children of parent borrowers are more likely to complete college once selection into
the PLUS program and other student and college characteristics are considered (Woo and
Lew 2020). In part, parent borrowing’s relationship to Bachelor’s degree attainment may
depend on who is using PLUS loans and how much they borrow, but this possibility has
not been investigated. My study moves beyond the existing literature by considering the
ways that different characteristics of parent borrowing my influence degree attainment.
This provides clarity about the benefits of PLUS, why certain resources are not fungible,
and insight into policy levers that address college affordability issues.
Quantitative Characteristics of Money: Amount and Degree Attainment
Originating in theories of rational choice and status attainment, this perspective
argues that families invest in educational opportunities to support children’s human
capital accumulation (Becker 2009; Goldrick-Rab et al. 2009; Sewell et al. 1969; Sewell
and Shah 1968). For families with limited financial resources, grants and scholarships,
and to a lesser extent, educational debt, helps cover college expenses. This investment
into educational opportunities is expected to support college completion, regardless of the
resource and who uses it. For example, when parents draw on their savings and income to
finance college, their children are more likely to complete a Bachelor’s degree (Steelman
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and Powell 1989), regardless of their socioeconomic position. In addition, grant and
scholarship aid supports degree attainment (Alon 2011; Goldrick-Rab et al. 2016),
making it a potential substitute for parents’ resources. As a result, investment from
families’ income and savings as well as grants and scholarships can fund educational
opportunities that support degree completion.
However, the amount students borrow has a more complex relationship to degree
attainment. Instead of a linear relationship where each additional dollar of debt is
associated with increased odds of degree attainment, this relationship is only observed up
until about $10,000 of student loan debt (Dwyer et al. 2013, 2012). When student
borrowing exceeds $10,000, educational debt reduces the odds of degree attainment
(Dwyer et al. 2013, 2012), in contrast to the findings for parents’ investment and grant
aid. Although the mechanisms driving this relationship are largely untested, this
curvilinear relationship between parent borrowing and degree attainment is more
pronounced at public colleges than private institutions and for low- and middle-income
students than high-income students (Dwyer et al. 2012). Although speculative, this
appears to be because students in public colleges lack the supports that private colleges
can provide, such as more individualized attention from faculty and advisors, which can
help students engage in campus life and complete their degree (Bowen, Chingos, and
McPherson 2009; Dale and Krueger 2002). Similarly, parent borrowing through PLUS
may influence degree attainment differently depending on how much is borrowed.
Qualitative Characteristics of Money: Type of Resource and who Borrows and Degree
Attainment
In contrast, cultural sociology theories argue that a dollar from one financial
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resource is not necessarily equivalent to a dollar from another, depending on the money’s
characteristics and the characteristics of those who use it (Bandelj 2020; Goldrick-Rab et
al. 2009; Goldrick-Rab and Kolbe 2016; Hamilton 2013; Sykes et al. 2015; Zelizer 1997).
Focusing first on the variation across types of money, scholars have identified a few
distinct processes (Bandelj 2020; Zelizer 1997). On one hand, people interpret money
differently depending on how it is packaged (Bandelj 2020; Zelizer 1997). For example,
students interpret grant aid as a sign from colleges that they belong at the school and
deserve to be there, but they do not interpret student loans this way (Goldrick-Rab et al.
2009). Perhaps this is because students must pay back any money they borrow, meaning
it does not discount tuition the same way that grants or scholarships do, dampening the
impact of loans on degree attainment relative to grants. On the other, how money is
packaged and received also impacts how individuals spend the money, with recipients
earmarking money for different purposes (Bandelj 2020; Sykes et al. 2015; Zelizer 1997).
For example, research focusing on the receipt of social welfare programs finds that
individuals earmark money from the Earned Income Tax Credit to pay down debts and to
finance long-term financial goals, unlike money received from other means-tested
government transfer programs (Sykes et al. 2015). This suggests that parents and students
may earmark grants, student loans, and PLUS for different expenses as well, which may
lead to differential impacts on degree attainment.
In the context of the financial resources used to pay for college, empirical
evidence on grants, parents’ cash transfers, and student loans underscores the importance
of considering the qualitative aspects of money. For example, a dollar of grant aid
supports degree attainment to a greater degree than a dollar of student loan debt (Alon
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2007; Chen 2008). Similarly, parents’ cash contributions improve the likelihood of
degree attainment to a greater degree than either student loans or grants and scholarships
(Hamilton 2013). Yet, it is less clear whether the impact of PLUS loans differs from that
of student loans or parents’ cash transfers. Assuming that students can differentiate
between parent borrowing and other financial contributions, students may interpret PLUS
loans differently. Relative to student loans, students may feel some of the same risks
when their parents borrow through PLUS, they may feel buffered from those risks
because their parents have taken them on, or they may be even more concerned about
those risks if they recognize their parents’ financial sacrifice. Indeed, qualitative studies
show that students often recognize the financial sacrifices parents make to finance
college, even when their parents attempt to shield them from this reality (McCabe and
Jackson 2016; Zaloom 2019). Alternatively, families may earmark PLUS loans
differently than they do other resources. For example, parents may use grants, their cash
contributions, and federal student debt to secure enrollment and a college degree, but use
PLUS to help their children reduce their educational debt burden by avoiding private
student loans or credit card debt (Friedline et al. 2017; Hamilton 2016; Perna 2008). If
this is the case, then PLUS may have less of an impact on degree attainment than other
types of financial assistance.
Second, who accesses a certain resource also shapes its influence on outcomes
(Bandelj 2020; Goldrick-Rab et al. 2009; Perna 2006; St. John et al. 2000; Sykes et al.
2015; Zelizer 1997). In part, this has been explained by students’ and families’ sensitivity
to college costs, how they earmark resources, as well as the uneven dissemination of
information about college costs, affordability, and financial resources, depending on
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institutional practices and students’ background (Chen 2008; Heller 1997; Perna 2006).
Empirical evidence shows that the impact of grant aid and educational debt differ across
students’ social class and race (Alon 2007, 2011; Dwyer et al. 2012; Goldrick-Rab et al.
2016, 2009; Jackson and Reynolds 2013). For example, student loan debt has a greater
impact on educational outcomes among low- and middle-income students than it does for
high-income borrowers (Dwyer et al. 2012). Similarly, students from low- and middleincome families have higher completion rates with increased grants and scholarship
support, while students from high-income families do not (Alon 2011; Goldrick-Rab et
al. 2016). In addition, Black students also enjoy stronger educational outcomes from
grants and scholarships than white students do (Alon 2007; Goldrick-Rab et al. 2009).
Altogether, these findings suggest the importance of considering students’ background
characteristics when investigating educational outcomes associated with parent
borrowing outcomes. In addition, it is critical to disaggregate the relationship between
parent borrowing and degree attainment by family income to understand whether lowand middle-income students are also more likely to benefit from parent PLUS loans.
Data and Methods
Data
Using the 2004-09 Beginning Postsecondary Longitudinal Study (BPS), I
examine the association between parent PLUS loans and college completion. BPS is a
nationally-representative sample of 18,640 13 students who were in their first year of
undergraduate education at any postsecondary institution that met all criteria for

13

Per NCES disclosure rules, I round to the nearest ten for all sample sizes.
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distributing federal aid under Title IV of the Higher Education act during the 2003-04
school year14. Although almost 19,000 students were surveyed initially, only 16,680 were
actually first-time beginning postsecondary students (FTBs), provided enough
information to construct enrollment history, and remained alive through the entire study
period (from 2003 to 2009) (Wine, Janson, and Wheeless 2011). Students surveyed in
BPS needed to be enrolled in an academic program, at least one course that could be
fulfill an academic degree requirement, or an occupational or vocational program that
required 3 months of study towards a formal educational award; and could not be
simultaneously enrolled at a high school or General Educational Development (GED)
program.
Collected by the National Center for Education Statistics (NCES), all students
surveyed in BPS were drawn from the 2003-04 National Student Postsecondary Student
Aid Study (NPSAS) sample, and as such includes detailed information about students’
2003-04 financial aid packages from administrative data files. NPSAS, and by extension
BPS, respondents were surveyed using a two-stage design that first selected 1,670
institutions and then 49,410 sampled potential FTBs within 1,360 eligible institutions that
responded to requests for student enrollment lists. After verifying FTB status, about
23,090 students remained and responded to the first follow-up survey in 2005-06 and
18,640 remained for the final survey wave in 2008-09. In the follow-up waves, students
were surveyed in the 2003-04, 2005-06, and 2008-09 school years about students’

14

This means that all students in the sample attended a postsecondary institution that offered an educational
program for those who completed high school; offered one or more academic, occupational, or vocational
program of study that lasted for at least 3 months; offered courses for students other than employees or
members of a company; and was located in a United States state, District of Columbia, or Puerto Rico
(Wine, Janson, and Wheeless 2011).
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demographic characteristics, their degree completion, and information about the colleges
they attended. BPS also collects annual administrative information on loans for every
year between 2003 and 2009 from a few different administrative sources, including the
National Student Loan Data System (NSLDS). To account for the complex sampling
structure of BPS, I use sampling weights in all analyses.
Because I focus on understanding Bachelor’s degree completion, I restrict the
sample to students who only attended a four-year college where the majority of students
earn their Bachelor’s degree (40% of the sample) 15. In addition, because I focus on how
parent borrowing influences college completion, I restrict the sample to dependent
students (70% of the full sample). Finally, to address selection into parent borrowing, I
restrict the sample to students who applied for federal financial aid (71% of full sample),
a prerequisite for receiving PLUS loans 16. To address missing information in parents’
level of education (0.53%) and college selectivity (0.44%), I use multiple imputation
using the chained command in Stata 13 with 5 imputed datasets. As a result, the final,
analytic sample is 5,470 students.
Measures
College completion. The dependent variable in the analyses is a dichotomous
variable for Bachelor’s degree completion by the end of the survey period six years later.
Parent borrowing. I investigate parent borrowing through the PLUS loan program
with two different measures. First, I use a dichotomous indicator for whether or not a

15

I also ran analyses that included students who attended community colleges and findings remained
largely consistent.
16
In supplemental analyses, I also restricted the sample to students who only ever enrolled full-time.
Findings remained largely unchanged.
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parent every borrowed through the PLUS loan program. Second, I calculate the amount
parents borrowed through the PLUS loan program in the first year they borrowed. If a
parent never borrowed, they are coded as a “0.” This is consistent with previous work on
student borrowing that was concerned with a possible spurious relationship that the
length of time enrolled likely has with both the total, cumulative amount borrowed and
college completion (Dwyer et al. 2013, 2012)17. The amount of PLUS loans has been
updated to constant 2009 dollars as is presented in $1,000 to ease interpretation.
Family income. Family income is presented as quintiles of family income in the
2003-04 academic year. The low-income quartile represents students whose families
made between $0 and $50,000, because the majority of families with income below
$50,000 use the Federal Pell Grant program, whereas only 5% of families with higher
incomes do (College Board 2018). Although Pell provides needed financial support for
low-income students, Pell covered only about a third of the average tuition, fees, room
and board published at a public, four-year college (Perna and Li 2006). Despite support
from Pell, low-income students still face considerable difficulties in affording college,
which may complicate degree attainment. On the other hand, students in the low-middle
income ($50,001 to $65,000) and middle-income quintiles ($65,001 to $98,000) are less
likely to have access to Pell, but still have difficulties affording college (Perna and Li
2006), which may influence how PLUS loans impact degree attainment. Students who are
categorized as high-middle income come from families that made between $98,001 and
$140,000, which represents incomes between the 75th and 90th percentile in my sample.

17

Supplemental analyses using amount parents borrowed in the final year they borrowed produced similar
results. In another set of supplemental analyses, I model the amount parents borrowed as the ratio of parent
PLUS loans to total aid. Again, this produced similar results.
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Finally, high-income students had parents who made more than $140,00, which reflects
students from the top 10% of incomes in my sample18.
Student Characteristics. Because PLUS is used to a greater extent among more
advantaged families whose children are more likely to complete college (Cepa ND), it is
critical to take into account their family context and the social, cultural, and financial
resources available to students (Goldrick-Rab et al. 2009; Perna 2006). First, I consider
social and cultural resources. For example, parents with a college degree may be able to
help successfully navigate their children through college and have different feelings
about borrowing so I include a dichotomous indicator for whether or not a parent
completed college. Similarly, whether or not a student believes their parents helped pay
for college costs may not just be an indicator of financial resources, but also of their
relationship quality and social and cultural support. I incorporate a dichotomous indicator
of whether or not a student believes their parents helped pay tuition and fees during their
first year of college into my analyses. In addition, parents’ marital status is associated
with the use of parent PLUS loans so I include a measure for whether or not parents are
single, divorced, or widowed relative to married (Walsemann and Ailshire 2016). In
addition, students may benefit from insights of siblings who have attended college before
them (Woo and Lew 2020). Having multiple children enrolled in college is also
associated with more grant and scholarship assistance and less educational debt so I
incorporate a dichotomous indicator for whether or not students had a sibling enrolled in
college before or during their first year of college in 2003-04.

18

I also run the analyses with equal income quartiles. The findings remain consistent with this alternative
specification.

68

In addition, previous work finds that financial resources are critical for students’
college outcomes, which may influence the relationship parent borrowing has with
completion. The parents of children with higher test scores have earmarked more savings
for their children’s college education and their children receive more institutional, meritbased aid and there is less need for parent PLUS loans so I include a continuous measure
of students’ SAT scores19 (Steelman and Powell 1991). Similarly, receipt of scholarship
aid is also dependent on college performance so I include a continuous measure for
students’ college grade point average in their final year of enrollment. Enrolling part-time
reduces the odds of degree attainment within six years of matriculation but also reduces
college costs and the likelihood of parents’ borrowing (Attewell, Heil, and Reisel 2011;
Cha et al. 2005) so I incorporate a dichotomous indicator for whether or not a student had
ever enrolled part-time. Recent work also shows that grant aid, educational debt, and
parent contributions influence students’ choice of majors, which also has an impact on
degree attainment (Quadlin 2017). Following Quadlin (2017)’s typology of majors, I
compare students who majored in academic non-STEM majors (history, sociology,
English, etc.) to those who studied academic STEM fields (biology, chemistry,
mathematics, etc.), applied STEM fields (nursing, engineering, computer science, etc.),
applied non-STEM (education, business, etc.), and those who are undecided. In addition,
I incorporate a dichotomous indicator for whether or not a student’s parents owned their
home. As an indicator of wealth, this may alter both a parents’ eligibility for borrowing
PLUS loans and their beliefs about the importance of helping students finance college
(Steelman and Powell 1991; Walsemann and Ailshire 2016). In addition, I take into

19

I also used a continuous variable for students’ high school grade point averages with similar results.
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account students’ grant and scholarship assistance, which is measured as the total amount
received in the 2003-04 school year. Finally, I control for student borrowing with a
measure of the earliest amount borrowed that has been top-coded at the 99th percentile
and presented in $1,00020. Previous work found a curvilinear relationship between
student loans and degree attainment (Dwyer et al. 2013, 2012), so I include a quadratic
for student borrowing as well21.
Finally, college completion and parent borrowing differs according to students’
demographic characteristics. I account for the student’s gender with a dichotomous
variable for male or female because women are more likely to complete college and are
more reliant on debt than men (Buchmann, DiPrete, and McDaniel 2008; Dwyer et al.
2013). In addition, because there is considerable racial and ethnic variation in the
likelihood that parents borrow and that students graduate (Walsemann and Ailshire 2016;
Zaloom 2019), I take into consideration a student’s race and ethnicity with a five-part
categorical variable comparing white students to those who identified as Black, Hispanic,
Asian, or another racial and ethnic group in 2003.
Institutional Characteristics. Students’ likelihood of completing college and their
reliance on educational debt differs across institutions (Bowen et al. 2009; Cha et al.
2005; Gerber and Cheung 2008), so I consider a number of institutional characteristics
that may shape the association between parent borrowing and degree completion. First, I
incorporate a three-part control for college sector, comparing students who are enrolled in

20

As with parent borrowing, I look at a single year of borrowing and not cumulative amount borrowed
because of the potential for a spurious relationship between student borrowing and amount of time enrolled
(Dwyer, Hodson, and McCloud 2013; Dwyer, McCloud, and Hodson 2012).
21
I also tested models using a variable for loans borrowed during students’ earliest year of debt with similar
findings.
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private or for-profit colleges with those who are enrolled in public institutions during
their first year of college. Similarly, I take college selectivity into account, comparing
students who began college at four-year, moderately-selective institutions to those whose
first year was at four-year open enrollment, minimally-selective, or highly-selective
college. College selectivity is defined by BPS using the Carnegie classification system.
Minimally-selective colleges are defined as those institutions whose students’ average
test scores fall in the lowest quintile of test scores across colleges. Moderately-selective
colleges are those whose students’ test scores are in the middle two quintiles and very
selective colleges have average test scores among the highest 20 percent. Finally, because
there are considerable differences in the use PLUS loans at minority-serving institutions,
I take into account whether or not a student attended an HBCU in their first year of
college, the only year that this measure is included in the data.
Methods
First, I present descriptive statistics of the sample, comparing relevant completion
and student and institutional characteristics across students whose parents borrowed and
those who did not using t-tests. Next, to address my first research question about whether
or not the children of parent borrowers are more likely to complete college, I analyze two
logistic regression models predicting Bachelor’s degree completion. The first model is a
base model that includes just the dichotomous indicator of parent PLUS loans. The
second model includes student and institutional characteristics. I then investigate the
relationship between parent borrowing and degree attainment in more detail in two ways.
First, I consider whether the amount parents borrow is consequential for students’ degree
attainment and present four models. I analyze a logistic regression predicting Bachelor’s
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degree attainment as having a linear relationship with the amount of parent PLUS loans
borrowed. I then incorporate student and background characteristics to my second model.
The third and fourth models repeat the same, but instead model the likelihood of
Bachelor’s degree attainment as having a quadratic, curvilinear relationship with the
amount of parent PLUS loans borrowed by using a squared term for amount parents
borrow. Finally, to understand how the relationship varies across family income, I model
Bachelor’s degree completion with an interaction term between parent borrowing and
parents’ income.
Findings
Descriptive Findings
Table 2.1 presents the weighted descriptive statistics of the full sample and across
the parent borrowing status. Almost a quarter of the sample had parents who used PLUS
loans at some point during college and the parents borrowed about $2,490 on average per
school year. By the last year of the survey wave, 73% of the sample had completed their
Bachelor’s degree. This is higher than the average completion rate in part because it only
includes students who began college at a four-year institution. Comparing the odds of
completion for students whose parents borrowed and those who did not, there is little
meaningful difference (72% versus 75%, respectively). However, this may be due to
differences in the types of colleges the children of parent borrowers enroll in, which
would suppress any benefits parent borrowing has for degree attainment. Alternatively,
parent borrowing is more common in more advantaged families, which potentially
overinflates the benefits of parent borrowing in terms of college completion. As a result,
taking into account students’ background characteristics and college characteristics is
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critical for understanding the relationship parent borrowing has with degree completion.
As previous analyses show, the children of student borrowers are more
advantaged. In the overall sample, students are divided into five income groups, with the
low-income group capturing students whose family income makes them eligible for Pell
grants and thus less likely to use PLUS but also less likely to complete college. The lowincome group makes up 39% of the total sample. The remaining four income groups are
divided into roughly even groups, with slightly more students found in the middleincome group. The children of parent borrowers are more likely to be middle-income and
upper-middle income. Over half of the sample is female (57%), which is consistent with
findings about the gendered patterns of college enrollment (Buchmann et al. 2008). The
sample is also 68% white, with an even higher proportion among the children of parent
borrowers (73%). In contrast, Latinx and Asian students comprise a smaller proportion of
the children of parent borrowers than the children of parent non-borrowers. Over half of
children in the sample have completed college (56%) and the majority of students come
from households with married parents (73%), though there is no difference across parent
borrowing. Students in the sample had a wide variety of college experiences. Finally, the
sample is comprised of a high percentage of homeowners (86%), with homeownership
being more common among parent borrowers (90% versus 85%). Overall, these patterns
support previous findings that the children of parent borrowers are already more
advantaged and thus may have an advantage when it comes to college outcomes.
In addition, students’ experiences on campus can influence their degree
attainment and may also vary by their background characteristics and parents’ PLUS loan
use. For example, students’ with stronger academics in college are more likely to
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complete, and students in the sample perform relatively well, with an average grade point
average of about 3.18. In addition, students who enroll part-time are less likely to
complete their degree, especially within six years of matriculation, though this is often
associated with students’ background characteristics as well (Attewell et al. 2011;
Attewell, Heil, and Reisel 2012). In this study’s sample, about three out of every ten
students is enrolled part-time. Students’ field of study have been tied to both family
resources and degree attainment (Quadlin 2017). In this sample, students whose parents
borrow are more likely to study an applied STEM major and an academic non-STEM
major, but they are less likely to study an academic non-STEM major. Similarly, working
20 or more hours a week is often associated with lower likelihood of completing college
and is more common among students from low-income backgrounds (Bozick 2007) and
about 27% of students work more than hours a week in this sample. In similar work,
students’ living situations influence how connected students are to campus life, and
ultimately their likelihood of persisting in college (Bozick 2007). About 70% of students
in my sample live on-campus and an even higher proportion (79%) of those who use
PLUS live on-campus. In contrast, only 10% of students live off campus and 20% of
students live with their families. Those whose parents use PLUS are similarly likely to
live off-campus but less likely (13%) to live with their parents.
In contrast, enrollment patterns are complex and parent borrowing is sometimes
associated with student enrollment at institutions with lower completion rates, which may
negatively bias the relationship between parent borrowing and degree attainment. For the
full sample, enrollment is highest at public colleges (63%) and about a third of students
attend a private college, with the remaining 4% of students enrolled at for-profit colleges.
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Comparing the children of parent borrowers to those whose parents do not use PLUS
there is considerable variation in enrollment patterns. Students whose parents borrowed
are less likely to attend public colleges (55% versus 65%), though they are more likely to
enroll in private institutions (38% versus 32%). However, the children of parent
borrowers are over twice as likely to attend a for-profit college (7% versus 3%), which is
concerning given the lower completion rates at these institutions. Students in the full
sample are most likely to attend moderately-selective institutions (44%), with the
remaining students divided relatively equally among open enrollment, minimally
selective, and highly-selective institutions. Enrollment patterns by college selectivity do
not very substantially depending on parent borrowing. Enrolling in an historically black
college or university (HBCU) is relatively rare in this sample, with 3% of students at
these institutions. However, HBCU enrollment is two times higher among the children of
parent borrowers (4% versus 2%).
Finally, recent research argues that benefits of parent borrowing are because they
help address liquidity constraints students experience while enrolled. To determine this
possibility, other financial resources, such as financial aid, student loans, and parent
support must be considered. On average, the sample received about $1,820 of merit aid
and $3,230 in need-based aid, and $3,890 in student loans. In addition, 68% of students
reported that their parents helped them pay tuition. However, receipt of financial
resources from other sources varies depending on whether or not parents borrow, but not
in ways that suggest liquidity constraint. Although students whose parents borrow receive
less merit aid ($1,640 versus $1,880), they borrow more themselves ($5,270 versus
$3,470) and they are more likely to have parents who help pay tuition (81% versus 64%).
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In other words, parent borrowing may not address liquidity constraint for tuition and fees,
which these other resources can also cover.
Multivariable Logistic Regression Findings
To gain a better sense of the association between parent borrowing and degree
attainment, Table 2.2 presents multivariable analyses that take into account student and
institutional characteristics. The base model (Column 1) only includes whether or not
parents borrowed and shows that there is no association with degree attainment. The next
column incorporates student and institutional characteristics and shows that parent
borrowing still has little relationship to degree completion 22. Overall, the findings largely
suggest that parent borrowing does not support students’ degree attainment net of the
other financial resources.
The association student characteristics and experiences have with Bachelor’s
degree reflect those observed in the literature. Specifically, high and upper-middle
income students have higher odds of completing college than middle-income students.
Women have about 28% higher odds of earning a Bachelor’s degree than men. Across
race and ethnicity, completion rates are largely similar. In addition, relative to those
whose parents are married, students of single or divorced and separated parents have
lower odds of completing college and this is observed across all models. Finally, there is
a positive relationship between SAT math scores and completing college, while working

22

I also perform inverse probability weighting with regression adjustment to take into account variation in
who uses PLUS loans when investigating the relationship between parent borrowing and degree attainment
(analyses available upon request). Second, I also performed analyses where I treated PLUS loans as a
spline function, which allows me to combine both the dichotomous indicator for parent borrowing with the
continuous measure for the amount parents borrowed into a single model. Findings for both supplemental
analyses were largely consistent with the main findings.
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20 or more hours a week is associated with lower odds of degree attainment. Students’
experience in college also influence degree attainment. For example, as students’ college
grades increase, the odds of completing college increase by a factor of almost three. And
compared to students who major in an academic, non-STEM field, those who are
undecided have considerably lower odds of completion. In addition, students who live
on-campus have higher odds of Bachelor’s degree attainment than living with family
does.
Comparing outcomes across college characteristics, the association with
completion also remain largely consistent with existing literature. Students at for-profit
colleges have considerably lower odds of degree attainment than those enrolled at public
institutions (about 75% lower odds). In contrast, those who attend very-selective colleges
have over 60% higher odds of completing their degrees than those at moderatelyselective institutions. Finally, turning to other financial resources, findings are generally
consistent with patterns observed in previous literature. Students who receive more merit
and need-based aid have higher odds of completing college (by 5% and 4%,
respectively). In addition, there is a curvilinear relationship between student borrowing
and degree attainment, consistent with previous studies’ findings (Dwyer et al. 2013,
2012). Having parents who help pay for tuition is also associated with 35% higher odds
of degree completion. Thus, parent borrowing appears to be somewhat of an anomaly
among financial resources in that it does not appear to support degree attainment.
In part, the null findings for parent borrowing may be because it operates
similarly to student loans. Student loans display a curvilinear relationship, which means
that studies comparing outcomes among those who borrowed to those report mixed
77

findings (Bowen et al. 2009; Dwyer et al. 2012; Ishitani and DesJardins 2002). This may
also be observed for parent borrowing. To test this possibility, Table 2.3 focuses on the
amount parents borrowed in two different ways. The first is modeling a linear
relationship between the amount parents borrowed and degree completion and the second
considers that the relationship is curvilinear by using a quadratic expression of amount
parents borrow. The first two columns in Table 2.3 show that the amount parents borrow
does not have a linear relationship with degree attainment, both before and after taking
student and institutional characteristics into account. The last two columns treat the
relationship between parent borrowing and college completion as a quadratic with a
curvilinear association, but again there is no evidence supporting this perspective. Wald
tests show that the relationship parent borrowing has with degree attainment is
significantly different from both types of grant aid as well as student loans. Altogether,
this further confirms that the relationship between parent borrowing and degree
attainment is largely consistent with cultural sociological theories.
Finally, Table 2.4 considers the possibility that the educational benefits of PLUS
loans varies for children from families across the income distribution. Although middleincome children of parent borrowers see no difference in their odds of degree attainment,
low-income children of parent borrowers have higher odds of completing college. Figure
2.1 documents the predicted probabilities from this model. Low-income students whose
parents borrow are 9% more likely to complete college (69% versus 75%), while the
predicted probability of completing college remains relatively unchanged for low-middle,
middle, upper-middle, and high-income children of parent borrowers. However, this
finding should be interpreted with caution because a global test of the equality of
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coefficients does not find that the model is improved by including the interaction term
between parents’ income and PLUS.
However, the amount parents borrow does not have an association with degree
attainment for middle-income students and there is little variation in the relationship
between parent borrowing and degree attainment across the income distribution,
confirmed by a global test for the equality of coefficients. In other words, there is some
evidence that PLUS has benefits for low-income students in terms of degree attainment,
but the association does not hold once I investigate the amount parents borrow through
PLUS. In additional analyses, I find that PLUS has similar null associations with degree
attainment across parents’ homeownership, race and ethnicity, as well as college type.
Overall, the evidence shows that parent borrowing has limited benefit in terms of
students’ degree completion for advantaged families, but is associated with improved
college completion for low-income students.
Discussion
In the United States, only about 60% of four-year college students complete a
Bachelor’s degree within six years of matriculation (Radford et al. 2010). In part,
scholars and policymakers believe stubbornly low graduation rates are due to declines in
college affordability (Long and Riley 2007b; Radford et al. 2010; Woo and Lew 2020).
To address this, students and their families can access grants and educational debt,
including student loans and parent loans, but there has been little attention to completion
outcomes when parents borrow through the federal Parent Loans for Undergraduate
Students (PLUS) program. By investigating parent PLUS loans, this study expands on
existing research investigating whether grants and student loans support degree
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attainment (Alon 2007, 2011; Dwyer et al. 2013, 2012; Jackson and Reynolds 2013). My
findings show that PLUS helps some students manage unaffordable college costs and
complete a degree.
Extending previous investigations of the educational benefits when parents
borrow (Woo and Lew 2020), this study finds that parent borrowing influences degree
attainment differently depending on parents’ income. Among dependent, four-year
college students, those whose parents borrow are not more likely to complete a
Bachelor’s degree. Yet, after disaggregating students by family income, the low-income
children of parent borrowers are more likely to complete college than low-income
students whose parents do not borrow. In contrast, parent borrowing is not associated
with higher completion rates for more advantaged students. These findings are consistent
with previous work documenting greater returns to grant aid and student loans for lowincome students (Alon 2007, 2011; Dwyer et al. 2012; Goldrick-Rab et al. 2016). In
addition, a similar pattern is observed when investigating how and for whom parent
PLUS loans influence college access (Johnson et al. 2019; Kargar and Mann 2018;
United Negro College Fund 2017).
These findings have theoretical implications for the study of educational
attainment. First, education scholars often advocate for incorporating sociological
theories into investigations of college success (Goldrick-Rab et al. 2009; Perna 2006) and
this study suggest cultural sociological theories of why money matters may be important
to incorporate (Bandelj 2020; Goldrick-Rab and Kolbe 2016; Hamilton 2013; Zelizer
1997). Sociologists have applied these theories to families’ savings behaviors and receipt
of government aid like the Earned Income Tax Credit (Hayes and O’Brien 2020; Sykes et
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al. 2015), but have not explicitly used it to understand how students and their parents
finance college. These studies suggest that students may interpret grants, loans, and
parent contributions differently and that families may earmark the various resources at
their disposal for different purposes that may impact degree attainment. I draw on these
theories to argue that it is important to investigate not just how much money grants and
educational debt provide students and families, but also how the money is given to
families and who uses it. Previous quantitative investigations of grant aid and student
loans showed that a dollar of one is not equivalent to a dollar of the other in terms of
educational attainment (Alon 2007, 2011; Dwyer et al. 2012; Hamilton 2013). In
addition, qualitative work shows that students think of loans as separate from grants, and
that they do not consider educational debt a form of financial aid (Goldrick-Rab et al.
2009). My study expands on these findings and shows distinctions across different types
of debt because a dollar of parent PLUS loans does not have an equivalent relationship to
degree attainment as student loans does. In other words, how money is given to
families—as grant aid, parent loans or student loans—is an important component of how
it influences degree attainment. Future studies should clarify why this is the case and
whether students and families make distinctions across other types of resources as well,
such as subsidized and unsubsidized debt or when comparing parent PLUS loans to other
ways that parents borrow for college.
In addition, this study takes into account whether the relationship between parent
PLUS loans and degree attainment depends on who borrows. Previous studies show that
students across the income distribution vary in their degree of sensitivity to college costs,
information about ways of off-setting tuition, perceptions of different resources, and how
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they earmark resources (Chen 2008; Friedline et al. 2017; Heller 1997; Perna 2008). This
variation is then observed in the greater educational benefits to student loans and grant
aid among low-income students (Alon 2007, 2011; Dwyer et al. 2012; Goldrick-Rab et al.
2016). Future qualitative work should apply cultural sociological theories about money to
disentangle these various explanations to investigate why grant aid, student loans, and
parent loans impact degree attainment differently for students across the income
distribution.
Unraveling why different students and parents see different educational benefits
to the various resources for financing college is critical for policy discussions about
college affordability. First, investigating these questions provides insight into the most
effective way to channel money to students to improve educational outcomes. For
example, the children of low-income parent borrowers are more likely to complete
college than those who do not borrow, though these benefits are not observed for more
advantaged students. These findings are consistent with patterns in college enrollment
(Johnson et al. 2019; Kargar and Mann 2018; United Negro College Fund 2017). This
suggests that policy proposals to limit access to parent PLUS loans through more
stringent credit requirements would likely decrease degree attainment for the least
advantaged college students and widen the income gap in degree attainment (Baum et al.
2019; Cellini et al. 2020). In other words, restricting access to parent PLUS loans without
addressing low-income families’ liquidity constraints with additional Pell grants or
reduced tuition may be a misguided practice with educational implications for lowincome students.
Second, policymakers should also consider that this study found that the amount
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families, including low-income parents, borrowed does not influence degree attainment.
Before limiting how much parents can borrow, policymakers should understand how
students and parents interpret parent PLUS loans, how they spend PLUS loan dollars, and
why they use them. PLUS loans may only be impactful for low-income students because
PLUS is the only resource left to address greater liquidity constraints they face. If this is
the case, low-income students may interpret PLUS as a last-chance lifeline whereas
middle- and high-income students may see PLUS as a less critical add-on to their existing
resources. Similarly, this may mean that low-income families have less agency in how
they earmark PLUS loans if the funds must go towards paying necessary expenses, like
tuition. In contrast, there is some evidence that more advantaged families use PLUS to
help their children avoid burdensome student debt, which may be less effective at
improving degree attainment (Hamilton 2016; Perna 2008). Either explanation suggests
that low-income families could use the additional financial support from grants and that it
may be better to strengthen the Pell grant program to disburse additional dollars for each
student. This finding is especially salient given that my first dissertation chapter showed
that PLUS loan debt burden is particularly problematic for low-income parents.
This study is among the first to document the ways that parent borrowing
influences degree completion (see McClure 2017 and Woo and Lew 2020 for
exceptions), but there are several limitations to the work. First, this study could benefit
from more complete information about college characteristics and financial resources.
Although BPS collects detailed information about schools, students, and how families
finance college, students are only asked about grants, college selectivity, and college
sector in their first year of college. After that date, it is unclear whether students continue
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to receive grant support or if students transfer between colleges. In addition, the measure
of family contributions to college is quite broad. Students were asked whether or not
parents helped pay for tuition, but it is unclear where the money comes from. Without
more specific information, I erred on the side of caution and incorporated parent
contributions into my models, though this may lead to underestimation in the association
between PLUS loans and degree completion. In supplemental analyses, findings
remained consistent even when I did not include parents’ contributions. Finally, parents
may draw on many different types of debt to fund college and PLUS loans are just one
line of credit that may be available to families. Unfortunately, BPS does not ask whether
parents took out another mortgage or used other lines of credit beyond PLUS loans to pay
for college so the total amount of debt that parents take on to help finance their children’s
postsecondary education is likely underestimated. Finding data that differentiates
between these different types of debt is likely a challenge, but doing so could provide an
opportunity to investigate whether different disbursement methods across these types of
debt are associated with different completion rates.
Across multiple models, and using different measures of parent PLUS loans,
findings consistently showed that parent borrowing is not associated with degree
attainment for all but low-income students, but these findings are not causal. To increase
comparability between the children of parent borrowers and their peers whose parents’ do
not borrow, I employed a number of techniques. First, I restricted the sample to
dependent students who applied for financial aid through FAFSA, both of which are
prerequisites for receiving parent PLUS loans. Second, I conducted supplemental
analyses using inverse probability weighting with regression adjustment to take into
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account differences in which parents borrow when estimating the relationship between
parent borrowing and degree attainment. My findings remained consistent. Future
research might consider exploiting data that contain changes in PLUS loan eligibility
policies to make a stronger causal claim (see Johnson et al. 2019 for a similar analysis
investigating college access).
As parents increasingly borrow to finance their children’s college education, it is
critical to understand whether PLUS loans support degree attainment. This study finds
that PLUS’s benefits in terms of college completion are primarily observed for lowincome students, which generates questions about how policymakers and scholars should
respond. Higher education policies should address the conditions that necessitate parents
borrowing through the PLUS program. Many scholars point to declining college
affordability as an impediment to degree attainment (Long and Riley 2007b; Radford et
al. 2010; Woo and Lew 2020). Paired with more generous grant and scholarship aid at
private institutions, current policy proposals to make college more affordable at public
four-year colleges and Historically Black Colleges and Universities could go a long way
to reducing families’ need to use PLUS while also making a degree more attainable.
Policies that restrict access to parent PLUS loans without address these underlying issues
will likely do more harm than good for disadvantaged students. This study’s findings
suggest that scholars, policymakers, and higher education advocates should work towards
a higher education and financial aid system that better supports students as they work
towards a college degree.
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Table 2.1. Descriptive Statistics for Entire Sample and by Parent Borrowing
Full
Sample
No PLUS
PLUS
mean
mean
mean
Complete Bachelor's degree
0.73
0.72
0.75
(0.01)
(0.01)
(0.02)
Parents borrow PLUS
0.23
(0.01)
PLUS Amount ($1000)
2.49
10.83
(0.1)
(0.23)
Income Quartile
Low income, <$50,000
0.39
0.43
0.28
(0.01)
(0.01)
(0.02)
Low-middle income, $50,000 65,000
0.13
0.12
0.15
(0.01)
(0.01)
(0.01)
Middle income, $65,001 - 98,000
0.24
0.22
0.33
(0.01)
(0.01)
(0.02)
Upper-middle income, $98,001 149,900
0.14
0.13
0.15
(0.01)
(0.01)
(0.01)
High income, $149,001+
0.10
0.10
0.09
(0.005)
(0.01)
(0.01)
Female
0.57
0.57
0.57
(0.01)
(0.01)
(0.02)
Race/ethnicity
White
0.68
0.67
0.73
(0.02)
(0.02)
(0.02)
Black
0.10
0.10
0.10
(0.01)
(0.01)
(0.02)
Latinx
0.11
0.12
0.08
(0.01)
(0.01)
(0.01)
Asian
0.06
0.07
0.04
(0.004)
(0.005)
(0.01)
Other race/ethnicity
0.05
0.05
0.05
(0.004)
(0.005)
(0.01)
Parent completed college
0.56
0.56
0.56
(0.01)
(0.01)
(0.02)
Parents' marital status
Married
0.73
0.73
0.75
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p

***

***

***

**

***
***

Single
Divorced/separated
Widowed
Siblings in college
Parents own home
SAT math score
College grade point average
Ever enroll part-time
Field of study
Applied STEM
Academic STEM
Applied non-STEM
Academic non-STEM
Undecided
Work 20+ hours/week

(0.01)
0.05
(0.005)
0.19
(0.01)
0.03
(0.003)
0.51
(0.008)
0.86
(0.01)
517.64
(4.44)
3.18
(0.01)
0.30
(0.01)

(0.01)
0.05
(0.01)
0.19
(0.01)
0.03
(0.003)
0.50
(0.008)
0.85
(0.01)
518.91
(5.05)
3.19
(0.01)
0.30
(0.01)

(0.01)
0.04
(0.01)
0.19
(0.01)
0.02
(0.01)
0.51
(0.02)
0.90
(0.01)
513.39
(6.40)
3.17
(0.02)
0.29
(0.02)

0.09
(0.01)
0.12
(0.01)
0.45
(0.01)
0.31
(0.01)
0.04
(0.004)
0.26
(0.01)

0.08
(0.01)
0.12
(0.01)
0.46
(0.01)
0.30
(0.01)
0.04
(0.004)
0.27
(0.01)

0.11
(0.01)
0.11
(0.01)
0.41
(0.02)
0.34
(0.02)
0.03
(0.01)
0.24
(0.02)

*

0.70
(0.01)
0.10
(0.01)
0.20
(0.01)

0.67
(0.01)
0.10
(0.01)
0.22
(0.01)

0.79
(0.02)
0.08
(0.01)
0.13
(0.01)

***

0.63

0.65

0.55

***

Living arrangements
On campus
Off campus
With family
College sector
Public
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**

*
*

***

(0.01)
0.34
(0.01)
0.04
(0.01)

Private
For-profit
College selectivity
Open enrollment 4-year

(0.01)
0.32
(0.01)
0.03
(0.01)

(0.02)
0.38
(0.02)
0.07
(0.01)

**
***

0.18
0.18
0.19
(0.01)
(0.01)
(0.02)
Minimally selective
0.16
0.16
0.16
(0.02)
(0.02)
(0.02)
Moderately selective
0.44
0.44
0.44
(0.01)
(0.02)
(0.02)
Highly selective
0.22
0.22
0.20
(0.01)
(0.01)
(0.02)
HBCU
0.03
0.02
0.04
***
(0.01)
(0.01)
(0.02)
Merit aid ($1000)
1.82
1.88
1.64
*
(0.11)
(0.12)
(0.14)
Need aid ($1000)
3.23
3.22
3.25
(0.10)
(0.10)
(0.17)
Student loan ($1000)
3.89
3.47
5.27
***
(0.06)
(0.06)
(0.10)
Parents help pay tuition
0.68
0.64
0.81
***
(0.01)
(0.01)
(0.01)
N=
5,470
4,160
1,310
Source: BPS 03/09. All results are weighted and sample is comprised of dependent,
four-year college students who submitted a FAFSA application. Standard error is in
parentheses. Per NCES disclosure rules, sample size is rounded to the nearest tens.
Both parent and student debt levels are measured in last educational loans taken out
while enrolled.
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Table 2.2. Logistic Regression of Bachelor's Degree Completion on Whether Borrowed
through PLUS
Base Model + Finan. Res.
VARIABLES
Odds ratios
Odds ratios
Parents borrow through PLUS
1.18
1.12
(0.11)
(0.13)
Parents' income (Middle income omitted)
Low income, Less than $50,000
0.89
(0.13)
Low-middle income, $50,000 - 65,000
0.91
(0.14)
Upper-middle income, $98,001 - 140,900
1.41*
(0.22)
High income, $140,901+
1.58*
(0.28)
Female
1.28*
(0.13)
Race/Ethnicity (Whites omitted)
Black
0.79
(0.13)
Latinx
1.04
(0.17)
Asian
1.27
(0.29)
Other racial/ethnic group
0.77
(0.15)
Parents completed college
1.02
(0.11)
Parents' marital status (Married omitted)
Single
0.63*
(0.13)
Divorced/Separated
0.72**
(0.08)
Widowed
1.25
(0.35)
Assets: Parent owns home 2003-04
1.06
(0.16)
SAT math score
1.002***
(0.0004)
Sibling in college
1.15
(0.11)
College sector (Public omitted)
Private
0.83
(0.11)
For-profit
0.26***
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(0.08)
College selectivity (Moderately selective omitted)
Open enrollment
Minimally selective
Very selective
Historical Black College indicator 2003-04
College grade point average
Ever enroll part-time
Field of Study (Academic non-STEM omitted)
Applied STEM
Academic STEM
Applied non-STEM
Undecided
Work 20+ hours per week
Living Arrangements (On-campus omitted)
Off campus

1.01
(0.14)
0.83
(0.12)
1.59***
(0.22)
0.83
(0.25)
2.92***
(0.28)
0.93
(0.10)
0.98
(0.16)
1.35
(0.22)
1.09
(0.12)
0.03***
(0.01)
0.71**
(0.08)

0.77
(0.12)
With family
0.63***
(0.09)
Merit aid ($1000)
1.05**
(0.01)
Need-based aid ($1000)
1.03**
(0.01)
Student Loans ($1000)
1.11**
(0.04)
Student Loans ($1000), Squared
0.99***
(0.003)
Help from parents 2004: Pay tuition and fees
1.27*
(0.14)
Constant
2.55***
0.03***
(0.14)
(0.01)
Observations
5,470
5,470
Notes: Ns rounded per NCES disclosure rules; Standard errors in parentheses; ***
p<0.001, ** p<0.01, * p<0.05
90

Table 2.3. Logistic Regression of Bachelor's Degree Completion
on Amount of PLUS Borrowed
Column Column Column Column
1
2
3
4
PLUS ($1000),
PLUS ($1000)
Squared
Odds
Odds
Odds
VARIABLES
ratios
ratios
ratios
Parent borrowing

1.0100
(0.01)

Parent borrowing,
Squared

1.0040
(0.01)

1.0200
(0.02)

1.0200
(0.03)

0.9996
(0.001)

0.9999
(0.001)

Student & Institutional
Characteristics
X
X
Notes: Ns rounded per NCES disclosure rules; Standard errors in
parentheses; All models control for students' gender,
race/ethnicity, SAT math score, college grade point average,
enrollment status, hours worked per week, field of study, living
arrangements; Parents' income, educational attainment, marital
status, home ownership status; College sector, selectivity, HBCU
status; grant aid, student loans, and parent spending; *** p<0.001,
** p<0.01, * p<0.05
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Table 2.4. Logistic Regression of Bachelor's Degree Completion on Parent
Borrowing by Parents' Income

VARIABLES
Parent borrowing
Parents' income (Middle income omitted)
Low income, Less than $50,000
Low-middle income, $50,000 - 65,000
Upper-middle income, $98,001 - 140,900
High income, $140,901+
Parent borrowing x Parents' income (Middle income
omitted)
Parent borrowing x Low
Parent borrowing x Lower-middle
Parent borrowing x Upper-middle
Parent borrowing x High income

Constant

Ever
PLUS
Odds
ratio

PLUS
($1000)
Odds
ratio

0.85
(0.17)

0.98
(0.02)

0.79
(0.13)
0.83
(0.14)
1.27
(0.25)
1.48
(0.31)

0.79
(0.13)
0.83
(0.14)
1.20
(0.21)
1.43
(0.29)

1.70*
(0.44)
1.33
(0.43)
1.41
(0.54)
1.20
(0.55)

1.04
(0.02)
1.03
(0.03)
1.06*
(0.03)
1.03
(0.03)

0.03***
(0.01)

0.02***
(0.01)

Observations
5,470
5,470
Notes: Ns rounded per NCES disclosure rules; Standard errors in parentheses;
All models control for students' gender, race/ethnicity, SAT math score;
Parents' educational attainment, marital status, home ownership status;
College sector, selectivity; Merit aid, Need-based aid, Student loans, financial
help from parents; *** p<0.001, ** p<0.01, * p<0.05
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Figure 2.1. Predicted probabilities of Bachelor's degree
attainment by parent borrowing and family income
0.9
0.8
0.7
0.6
0.5
0.4
0.3
0.2
0.1
0
Low income

Lower-middle
income

Middle income
No PLUS

Upper-middle
income

High income

PLUS

Notes: Figure controls for students' gender, race/ethnicity, SAT math score; Parents'
educational attainment, marital status, home ownership status; College sector, selectivity;
Merit aid, Need-based aid, Student loans, financial help from parents. They are estimated
from Model 1 in Table 2.4.
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CHAPTER 3
Young Adults’ Financial Wellbeing: Parents’ Educational Debt and
Intergenerational Support

Abstract
Intergenerational family support is increasingly common during young adulthood, with
parents supporting children’s financial wellbeing and helping them avoid financial
hardship. Parents’ material and emotional support to their young adult children depends on
their financial circumstances, but there has been little attention to the role of parent
borrowing. This study uses three measures of financial wellbeing, youth’s self-reported
financial stress, their non-mortgage debt, and their debt-to-income ratios at age 26 in the
Educational Longitudinal Survey: 2002, I find that the children of parent borrowers have
stronger financial wellbeing, but higher amounts of parent PLUS loans reduce youths’
financial wellbeing. These findings are observed for families across the income distribution
and are consistent. This study extends existing theories of intergenerational support by
considering the role of debt and provides additional evidence suggesting that financing
college has reshaped family life.
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Introduction
As four-year, public college net price reached an average of $15,380 a year and
Americans held $1.5 trillion in educational debt (Federal Reserve Bank of New York
2019; Ma et al. 2019), there is growing acknowledgment that family life has been reorganized around the intergenerational project of financing college with debt (Hamilton
2016; Tevington et al. 2017; Zaloom 2019). Debt, including educational loans,
compromises borrowers’ financial wellbeing, in part because debt leads to financial stress
and hardship (Drentea and Reynolds 2015; Dwyer 2018), but there has been little
investigation into the intergenerational ramifications of educational debt. Parents’
financial circumstances are transmitted intergenerationally, influencing young adults’
wellbeing through the provision of material support and the transmission of financial
stress across generations (Fingerman et al. 2020; Schoeni and Ross 2005; Swartz et al.
2011). With parent borrowing becoming increasingly common in the last 30 years
(National Center for Education Statistics 2016), it is critical to understand whether it has
financial impacts across generational lines. Doing so demonstrates the risks that parents’
use of educational debt has for young adult children and provides evidence of how debt
and college costs shape intergenerational family relationships through young adulthood.
Both policymakers and researchers increasingly agree that student loans
complicate borrowers’ lives and finances post-college. Yet, parent borrowers are often
lost in current policy conversations around college affordability and debt cancellation
because much of the urgency is understandably around supporting youth as they embark
on adulthood. In addition, parent borrowers often have high incomes (Walsemann and
Ailshire 2016), leading to the assumption that there are minimal, if any, financial
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ramifications to debt for either parents or their young adult children. Investigating
potential consequences of parent borrowing for young adults’ financial wellbeing
demonstrates that the financial burden of paying for college has long-term,
intergenerational implications. Policies that ignore parents and their debt may then
compromise young adults’ wellbeing. In addition, by considering whether these financial
consequences are experienced across households regardless of means, this study provides
evidence that more expansive debt cancellation policies would still benefit youth and
their families.
Drawing on life course theories that elaborate the many ways parents’ and
children’s lives remained linked throughout the life course, this study investigates how,
why, and for whom parent borrowing is associated with young adult children’s financial
wellbeing. Some theories of intergenerational support suggest that young adult children
of parent borrowers will have better financial wellbeing because children have higher
educational attainment and less debt when parents borrow. If parents across the income
dsitribution are motivated to borrow for different reasons (Friedline et al. 2017; Hamilton
2016; Perna 2008), then these benefits may vary for students across the income
distribution. Alternatively, children may have lower financial wellbeing when their
parents borrow because the amount and direction of material parent-child support will be
affected by their parents’ debt (Fingerman et al. 2020; Swartz 2009) and the impact will
be greatest for young adults’ from families with fewer resources. Similarly, the family
stress model also predicts that young adults’ financial wellbeing will be negatively
impacted if their parents borrow, but instead explains this as a function of how debt
reshapes parent-child relationships (Conger, Rueter, and Conger 2000; Fingerman et al.
96

2020) and expects that these changes to parent-child relationships will be experienced by
families across the income distribution.
By focusing on parent borrowing for college expenses through the Parent Loans
for Undergraduate Students (PLUS) program, this study contributes to discussions on the
consequences of debt for families’ lives. In the context of high college costs and
educational debt, investigating whether and how parent borrowing influences young
adults’ financial wellbeing contributes to our understanding of how financing college
with debt reshapes family relationships and reproduces intergenerational inequality.
Using longitudinal data on parent borrowing over children’s undergraduate years and
their children’s financial wellbeing at age 26, I find that higher levels of parent debt are
associated with greater financial stress, higher levels of non-mortgage debt, and higher
median debt-to-income ratios for young adults, but the children of parent borrowers are
less financially strained than those whose parents do not borrow. In addition, even though
many studies of parent borrowing focus on middle-income households (Tevington et al.
2017; Zaloom 2019), my findings show that educational debt is consequential for
families across the income distribution. My findings give empirical support to public
assertions that educational debt is a “family crisis” (Konczal 2019) with implications for
young adults’ financial wellbeing.
Financial Wellbeing and Debt in Young Adulthood
Life course scholars argue that individual experiences depend on the unique
intersection of historical context, age, and inter- and intra-generational relationships
(Elder 1985, 1994). Young adulthood is a pivotal period in the life course when youth
establish themselves by reaching adult milestones, like full-time employment,
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educational attainment, marriage, and homeownership (Benson and Furstenberg 2006;
Furstenberg, Rumbaut, and Settersten 2005; Settersten, Ottusch, and Schneider 2015),
that can build financial security. Yet, young adulthood can also be financially precarious.
Young adults’ have comparatively lower incomes and few assets (Wolff 2010) and some
adult milestones, like having children, can sometimes cause financial difficulties (Maroto
2018). For youth who came of age in the late 2000s and early 2010s in the aftermath of
the Great Recession of 2007 to 2009, young adulthood became even more financially
fraught because of its disproportionate impact on young adults’ economic circumstances
(Bell and Blanchflower 2011; Crosnoe 2014; Furstenberg and Kennedy 2016; Houle
2014a). As a result, there is growing attention to young adults’ financial wellbeing
(Sorgente and Lanz 2017), which can be measured with either subjective or objective
experiences of financial hardship (Bricker and Thompson 2016; Chapman and Dearden
2017; Fan and Chatterjee 2019; Harris et al. 2010; Keister and Lee 2014; Sweet et al.
2013; Wolff 2010, 2013). These measures are often related to one another, but capture
different dimensions of how financial hardship influences a person’s life (Sorgente and
Lanz 2017; Sweet et al. 2013).
Objective measures quantify financial burdens, speaking to the material
deprivations of financial hardship (Arber, Fenn, and Meadows 2014; Bricker and
Thompson 2016; Fan and Chatterjee 2019; Sweet et al. 2013). Along with poverty status,
income, and savings, total debt and debt-to-income ratios are a commonly-used metric for
assessing objective financial hardship by providing insight around the difficulties of
repaying debt (Bricker and Thompson 2016; Fan and Chatterjee 2019; Sorgente and Lanz
2017; Sweet et al. 2013). Total debt is most often used to document financial hardships
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for young people who often have lower incomes and have had fewer opportunities to
accumulate assets (Addo 2014; Houle 2014a; Houle and Addo 2018). Indeed, debt in
young adulthood has implications for youths’ attainment of adult milestones, like
marriage, educational attainment, and home ownership (Addo 2014; Bozick and Estacion
2014; Dwyer et al. 2012; Houle and Warner 2017), which all impact youths’ ability to
build wealth. Indeed, higher levels of student loans and higher education debt-to-income
ratios among Black youth are partly responsible for the continued growth in the racial
wealth gap (Addo et al. 2016; Houle and Addo 2018). Altogether, youths’ debt loads and
debt-to-income ratios together provide an objective measure of financial difficulties
youth may face in managing their debt.
In contrast, subjective measures of financial wellbeing and hardship speak to the
psychological toll that debt, loss of income, or other negative financial experiences can
wreak on an individual (Arber et al. 2014; Cherney et al. 2020; Fan and Chatterjee 2019;
Kirkpatrick Johnson 2013; Sweet et al. 2013). Perceptions of one’s financial situation
influence decisions about life and finances and is associated with wellbeing in other
facets of a person’s life (Cherney et al. 2020). For example, financial stress is associated
with academic success and physical and psychological wellbeing (Drentea 2000; Drentea
and Reynolds 2015; Sorgente and Lanz 2017), all of which have material consequences
as well. Subjective measures of financial hardship are often captured by asking
individuals to rate their financial stress or their satisfaction with their financial situation
(Bea and Yi 2019; Cherney et al. 2020; Drentea 2000; Serido et al. 2010). Both
subjective and objective measure of financial wellbeing provide insight into young
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adults’ security and the economic hardship of transitioning to adulthood in a time of
widening inequality and high debt.
Despite sometimes being referred to as “wealth-building” debt that promotes
financial security through a college degree (Dwyer 2018), even educational debt
sometimes leads to financial hardship. Among low- and moderate-income households,
those with student debt are more likely to miss housing or bill payments, experience food
insecurity, skip necessary medical or dental care, and are more likely to overdraw an
account (Bricker and Thompson 2016; Despard et al. 2016). Notably, some of these
associations are only found for educational debt (Bricker and Thompson 2016),
suggesting that student loans are unique in the strain they cause borrowers. Beyond its
material consequences, debt, including student loans, complicate quality of life in other
ways. Borrowers report lower life satisfaction, psychological wellbeing, and financial
stress and satisfaction (Archuleta et al. 2013; Cherney et al. 2020; Drentea 2000; Drentea
and Reynolds 2015; Kim and Chatterjee 2019). In addition, there is evidence that
borrowing significant amounts inhibits college completion (Dowd and Coury 2006;
Dwyer et al. 2012), which has the potential to deepen material insecurity and financial
stress (Despard et al. 2016). Overall, educational debt generates financial insecurity in
borrowers’ lives in both material and immaterial ways.
Although young adult college students are more likely to use educational debt as
compared to their parents (National Center for Education Statistics 2020), parents
increasingly turn to educational debt to help finance their children’s opportunities. Facing
rising college costs and stagnating incomes and grant support (Ma et al. 2018; Perna and
Li 2006; Radwin and Wei 2015), educational debt has become an increasingly important
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way to finance college. Indeed, parent borrowing through the federally-financed Parent
Loans for Undergraduate Students (PLUS) grew by 43 percent between the 1999-2000
academic year and the 2015-16 school year (National Center for Education Statistics
2020). Although parents may borrow from a number of sources to help finance their
children’s postsecondary expenses, PLUS are the most commonly used (Sallie Mae
2019), in part because they often have more lenient terms than private debt and because
they are more accessible to parents with lower credit or who do not own homes to
refinance (U.S. Department of Education 2019a, 2019b). Despite the increase in parents’
educational borrowing through PLUS over the last 20 years, there has been less
investigation into whether or not it has intergenerational implications for financial wellbeing.
Parent PLUS Loans and Intergenerational Support in Young Adulthood
Various theories of intergenerational support suggest that parents provide
assistance to their young adult children for a number of reasons. First, they may offer
support for altruistic reasons and care for the success and well-being of their child
(Fingerman et al. 2009; Fingerman, Cheng, Birditt, et al. 2012). Alternatively, parents
may help their children to secure support for themselves later in life (Fingerman, Cheng,
Tighe, et al. 2012; Fingerman et al. 2009; Swartz 2009) or because parents are invested in
their children’s success because it represents their own success as parents (Fingerman,
Cheng, Birditt, et al. 2012; Fingerman et al. 2009). Regardless of the reason, parents
continue to provide support for their children as they age, often even after young adult
children leave college (Fingerman et al. 2020; Hartnett et al. 2013; Swartz 2009; Swartz
et al. 2011). Parents provide support through cash contributions or direct transfers, in101

kind support, like food and housing, as well as emotional support (Britton 2013;
Fingerman et al. 2020; Hartnett et al. 2013; Swartz 2009; Swartz et al. 2011; Turley
2009). Similarly, parents borrow to support their children’s educational attainment and to
reduce their child’s own debt burdens (Friedline et al. 2017; Hamilton 2016; McCabe and
Jackson 2016; Perna 2008; Tevington et al. 2017). These motivations and the unique role
of PLUS loans to finance children’s college expenses provides an opportunity to draw on
life course theories and investigate the impact of debt on financial well-being from an
intergenerational perspective.
Economic sociologists refer to debt as a “double-edged sword” because it is both
a resource and introduces risk (Dwyer 2018; Dwyer et al. 2012; Quadlin and Rudel
2015). On one hand, debt allows borrowers to access wealth-building opportunities, like
homeownership or a college degree, that may lead to better financial well-being. On the
other, as described above, debt can also hurt financial well-being. When parents use debt
as a way to provide intergenerational support, debt’s risks and rewards may be
experienced by their children. As parents’ increasingly use educational debt, it is critical
to investigate whether or not there are intergenerational implications for youth’s financial
well-being.
Parent Borrowing through PLUS Supports Youth’s Financial Well-being
Family financial support in the form of cash contributions or direct transfers
preserves class advantages and helps children avoid, or minimize, hardship (Fingerman et
al. 2020; Schoeni and Ross 2005; Swartz 2009; Swartz et al. 2011) providing greater
financial security for young adult children. For example, young adult children who
received higher levels of sustained material support from their parents experienced less
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financial stress and were less likely to be in poverty (Bea and Yi 2019). In addition,
young adult children who received financial support from their parents have lower debtto-income ratios (Baum and Schwartz 2006; Schoeni and Ross 2005). Similarly,
receiving financial support from parents during young adulthood is associated with
stronger parent-child relationships (Kirkpatrick Johnson 2013). Although it is possible
the causal order works in reverse, stronger parent-child relationships may help youth
navigate difficult financial situations. In addition, children who receive financial support
from their parents in the past may feel confident that they can ask for help again in the
future (Hamilton 2016). Regardless of whether parents continue to offer material support,
these youth may feel less financial stress. As a result, parents’ support can help young
adults avoid financial hardship and promote their financial security.
Parent borrowing through the PLUS loan program may similarly lead to higher
financial well-being among young adult children. For example, parent borrowing is
associated with greater access to four year colleges, especially among low-income and
Black students (Johnson et al. 2019; Kargar and Mann 2018; United Negro College Fund
2017). Evidence shows that low-income students are more likely to persist and complete
college when their parents borrow through PLUS (McClure 2017). Given that a college
degree is critical for labor market success, young adult children of parent borrowers,
especially low-income children, may have higher financial well-being. In addition,
parents across the income distribution are motivated to help their children avoid, or
reduce their reliance on loans (Friedline et al. 2017; McCabe and Jackson 2016). To do
this, some parents borrow on their children’s behalf (Hamilton 2016; McCabe and
Jackson 2016). In other words, parent borrowing may improve young adult children’s
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financial well-being if it reduces their debt loads. In addition, educational debt borrowed
for parents’ own college costs are associated with reduced socioemotional issues among
young children between the ages of 5 and 14 (Berger and Houle 2016), suggesting that
children may not feel financially stressed when their parents borrow.
Parent Borrowing through PLUS may Hurt Youth’s Financial Well-being
Alternatively, parent borrowing may create significant financial strain for parents
and their children. For example, parents can borrow considerable amounts, $27,170 on
average over the course of their children’s enrollment (National Center for Education
Statistics 2020), which may be difficult for some borrowers to manage (Baum et al.
2019). In addition, the terms of parent borrowing often expose parents to risk. Parents
face higher interest rates than their children (Federal Student Aid 2020) and if they fail to
repay their educational debt, their wages, tax refunds, and social security may be
garnished (U.S. Department of Education 2019b). Moreover, when individuals struggle to
repay their loans, especially those with more punitive repayment terms, their credit scores
are further jeopardized (Fourcade and Healy 2013). Simply repaying the debt they
borrowed may require considerable resources from parents, diverting them from young
adult children or creating stress that is shared across generations.
Considerable research shows that families with more resources are better
positioned to provide material support to their young adult children (Fingerman et al.
2020; Kornrich and Furstenberg 2013; Rauscher 2016; Schoeni and Ross 2005; Swartz
2009), reproducing class dis/advantages across generations. For example, parents with
higher incomes provide more material support to their young adult children in the form of
cash contributions (Kornrich and Furstenberg 2013; Rauscher 2016; Schoeni and Ross
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2005; Swartz 2009; Swartz et al. 2011). Similarly, the young adult children of married
parents are more likely to receive both cash and in-kind contributions, like groceries and
accommodations, than children whose parents are single, divorced, or widowed (Henretta
et al. 2012; Schoeni and Ross 2005; Swartz 2009; Swartz et al. 2011). In addition, parents
with fewer resources are more likely to need financial support from their young adult
children (Smits, van Gaalen, and Mulder 2010) so youth from low-income families are
more likely to provide cash contributions to their parents (Hamilton 2016; Swartz 2009).
Given that debt may limit the amount of material support that parents can provide their
children, the patterns in parent-child material support observed among resourceconstrained families may also be observed among parent borrowers. In other words,
parent borrowers’ resources may be diverted to paying off their debt, potentially leading
to greater financial hardship for their young adult children via different degrees and
direction of intergenerational material support.
Family stress theories contend that financial circumstances experienced by a
parent or child can be transmitted to the other generation through their relationship
quality (Conger et al. 2000; Fingerman et al. 2020). The family stress model has
identified a number of ways that economic stress compromises parent-child relationships,
including increased unsupportive parenting practices and reduction in the quantity and
quality of time spent with children (Iruka, LaForett, and Odom 2012; Masarik and
Conger 2017; Newland et al. 2013). The family stress model was first identified in
adolescent outcomes and has since been shown in younger children as well (Conger et al.
2000; Masarik and Conger 2017), though there has been less attention to whether it
applies to young adult children who may reside outside the natal home. However, there is
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evidence that the family stress model applies in reverse, with adult children’s economic
stress affecting parents’ wellbeing (Fingerman, Cheng, Birditt, et al. 2012; Fingerman et
al. 2020; Kalmijn and De Graaf 2012). This suggests that financial wellbeing influences
parent-child relationship quality even when children have reached adulthood, though the
current study will be among the first to consider whether parents’ financial circumstances
generate difficulties for their young adult children.
Parents’ educational debt may affect their relationship with their young adult
child for a number of reasons. First, parent borrowers may indicate that they will be less
forthcoming with financial support post-college. Parents who invested substantially in
their children’s college education with debt, a second job, overtime shifts, or depleted
retirement accounts report immense frustration with their young adult children (Hamilton
2016). They describe plans to have frank conversations with their children about future
financial support. Regardless of whether parents actually withdraw support, this may
generate financial stress and even material hardship for youth. Even if parents do not say
anything to their young adult children, debt may still influence their relationship.
Qualitative work on families navigating college finances documents that college students
are sometimes aware of their parents’ financial sacrifices, even when parents attempt to
shield their children from the families’ financial realities (Hamilton 2016; Zaloom 2019).
Carrying debt is stressful for borrowers and it undermines the quality of parent-child
relationships (Cherney et al. 2020; Drentea 2000; Drentea and Reynolds 2015), which is
directly linked to young adult’s wellbeing (Serido et al. 2010). These stresses associated
with parent borrowing may strain parents’ relationship with their young adult children,
harming relationship quality and the transmission of financial advice that would help
106

youth address any economic hurdles they may face. Thus, parent borrowing may alter
parents’ relationships with their young adult children in a number of ways that could
contribute to elevated levels of financial stress and hardship among young adults.
Regardless of whether parent PLUS loans influence young adult’s financial wellbeing through material support or relationship quality, I hypothesize that:
Hypothesis 1A: The children of parent borrowers have better financial
wellbeing than their peers who do not borrow because of the rewards of
debt.
Hypothesis 1B: In contrast, I expect that increasing amounts of parent
PLUS loan debt will be associated with lower youth financial wellbeing
because of the risks of borrowing.
Family Income and Young Adult Financial Hardship
Existing investigations of the financial consequences of educational debt and how
families manage college costs have largely focused on middle-income families
(Tevington et al. 2017; Zaloom 2019). Yet, resources, norms, and reasons for using debt
may differ across families, which influence intergenerational financial support in ways
that may impact the relationship between parent borrowing and youth financial hardship.
First, high-income families have more resources to continue to support young adult
children and will be more likely to continue to provide financial support and will be less
likely to need financial support of their own (Maroto 2018; Schoeni and Ross 2005;
Smits et al. 2010; Swartz 2009). Second, norms about when young adults should be
financially independent vary across social class, with more advantaged families having
later deadlines (Cepa and Furstenberg 2021; Furstenberg and Kennedy 2016). As a result,
parents may be more willing to provide financial support to their young adult children for
longer, assuming that they have the resources to do so. Altogether, high-income youth
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may be more insulated from the impact of parent borrowing on their financial wellbeing
because they will be more likely to continue to receive financial support regardless of
whether their parents borrowed.
Alternatively, there is some qualitative evidence that high-income parents are
mindful of the financial hardship educational debt may cause their children in young
adulthood (Friedline et al. 2017; Hamilton 2016; Perna 2008). These parents hope to help
their children minimize or avoid educational debt altogether and PLUS loans may be a
way for parents to shield children from educational debt. If this is the case, then youth
from high-income families may see greater benefits in terms of their financial wellbeing
when their parents use PLUS relative to youth from families with lower incomes.
Finally, parent borrowing’s impact on young adults’ financial wellbeing might not
vary depending on family income. For example, consumer debt is associated with worse
mental health outcomes for borrowers across the income distribution (Berger, Collins,
and Cuesta 2016; Hodson, Dwyer, and Neilson 2014). Similarly, financial stress is
transmitted intergenerationally, regardless of their means (Fingerman, Cheng, Birditt, et
al. 2012; Hamilton 2016; Kalmijn and De Graaf 2012; Masarik and Conger 2017). As a
result, youths’ financial stress and objective wellbeing may be negatively impacted by
parent borrowing regardless of income. Investigating the association between parent
borrowing and young adult financial wellbeing across the income distribution provides
evidence into how widespread the effects of college costs and educational debt have been
on American family life.
Given these two possibilities, I hypothesize that:
Hypothesis 2: Parent borrowing will differ across the income distribution,
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with students from high-income parents less sensitive to their parents’
PLUS loan debt.
Data and Methods
Data and Sample
This paper uses data from the first and third waves of the restricted data from the
National Center for Education Statistics’ Educational Longitudinal Survey, 2002 (ELS:
2002) as well as linked data from families’ Free Application for Student Aid (FAFSA).
The ELS:2002 dataset is a multistage survey that randomly sampled a nationallyrepresentative sample of 16,20023 10th-grade students within a national sample of about
750 public, charter, Catholic, and other private high schools from all 50 U.S. states plus
the District of Columbia in 2002. ELS specifically oversampled Asian, Latinx, and
private high school students. In 2004, ELS re-surveyed students and refreshed the sample
to ensure that it was nationally-representative of high school seniors in 2004. The third
wave resurveyed 78% of the original sample between July 2012 and February 2013
(Ingels 2014), when they were about 26 years old, an age at which most Americans
expect youth to be financially independent (Cepa and Furstenberg 2021). During the third
survey wave, ELS also collected postsecondary transcripts so I am able to determine
current enrollment and educational attainment at age 26.
For conceptual clarity, I restrict analyses to youth who attended a four-year
college by 2012 (60% of sample attended a four-year college). Similarly, because
applying to Federal Application for Student Aid (FAFSA) is often the first step to
accessing a PLUS loan (U.S. Department of Education 2019b; Zaloom 2019), I restrict
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All Ns rounded to the nearest tens per NCES disclosure rules.
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my analyses to those who submitted an application (53%) to improve comparability
between borrowers and non-borrowers. By restricting the sample in this way, I am able to
more accurately compare parents who borrow and to parents who could, but do not. My
FAFSA variable comes from administrative FAFSA application files linked to ELS by
NCES. Students who cannot be linked are coded as not having applied to FAFSA. In
addition, I applied listwise deletion when there are missing observations for respondents’
race/ethnicity (6%), debt-to-income ratio at age 26 (14%), and financial stress at age 26
(14%)24. For the remaining missing values, I performed multiple imputation using the
chained command in Stata 13 with 5 imputations. Specifically, I imputed parents’ marital
status (5% missing), young adult’s education status (0.2% missing), young adult’s
employment status (0.9%), and parent borrowing (11%). The full analytic sample is 5,010
observations.

24

Because there are no appropriate auxiliary variables for my two dependent variables of interest, I do not
include these observations in my imputations (Allison 2001). Appendix 3A compares those who are
missing on these two variables to those who are not. Those who did not answer the financial stress question
may be more financially stressed according to a few measures. They are more likely to not have a
Bachelor’s degree and not be enrolled, less likely to hold a BA and not be enrolled, and more likely to hold
a BA but be enrolled. They have much lower income and are less likely to work full-time. They are more
likely to be single or divorced or separated, likely to be white and more likely to be black or Asian, more
likely to have low-income parents, and less likely to come from upper-middle income families. On the
other hand, those who did not answer the financial stress question are more likely to have children or be
male, suggesting lower levels of financial stress. Those missing are less likely to have parents who
borrowed, which suggests that findings comparing the children of parent borrowers to those who did not
borrow may be overly positive. In addition, I perform multiple imputation three different ways to compare
outcomes. First, I delete the cases with missing values for my two financial stress variables and then impute
the independent variables, including financial stress variables among those used to impute missing
independent variable values. Second, I impute financial stress variables along with the independent
variables and then drop the cases that were originally missing for financial stress variables. I also impute
financial stress measures along with the independent variables and keep all cases in the analytic sample.
Unlike the first method, using the second technique finds no relationship between dichotomous PLUS loans
on financial stress but all other findings remain consistent. Comparing the third method to the first, the third
method does not find a relationship between dichotomous PLUS loan variable and median debt-to-income
ratio, but all other findings remain consistent with the first imputation technique. Given this and the
recommended imputation method is consistent with the first imputation technique, I present those findings.
Finally, among my analytic sample--those who entered a four-year college and applied for FAFSA-- a
smaller proportion of the dependent variables are missing (8% for subjective financial stress and 9% for
debt-to-income ratios).
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Variables
Parent Borrowing. The ELS:2002 data includes a continuous variable for the
cumulative amount of loans parents borrowed through the federal Parent Loans for
Undergraduate Students (PLUS) program by the third survey wave. To compare the
children of parent borrowers to the financial hardship experiences of those whose parents
do not, I dichotomize this to whether or not a parent borrowed. In addition, I investigate
whether young adult’s financial hardship varies by the amount parents borrowed. I
simultaneously take into account both who borrows and how much parents borrow using
a spline function, which allows me to incorporate both functional forms of debt in a
single model (Marsh and Cormier 2002). Because of the risks and rewards of debt and to
allow the interpretation of the effects of debt within and across levels of loans, this
technique is often employed in investigating the effect of debt on some outcome (Hodson
et al. 2014; Quadlin and Rudel 2015) 25. To ease interpretation, I log the cumulative
amount of PLUS borrowed so findings can be interpreted as constant percent changes.
Financial Well-being. I consider three different operationalizations for financial wellbeing. The first is a subjective measure of financial well-being that was asked during the
third survey wave. ELS:2002 posed the question: “Many young adults experience
financial problems. On a scale of 1 to 5, where 1 means ‘not at all stressful’ and 5 means
‘extremely stressful,’ how much stress have you felt in meeting your financial obligations
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I perform a robustness check of the spline in two different ways. First, I include the dichotomous
measure for PLUS and the continuous measure in the same equation. Findings remain consistent to the
spline and I use this operationalization to generate predicted values of financial wellbeing outcomes
because these results can be graphed unlike those using the spline (see Figures 3.1-3.6 and Appendix 3B).
In addition, I create another measure for PLUS that divides the amount of debt into equal quintiles and
compares to those without any PLUS debt. These findings differ slightly from those observed in the spline
for financial stress and debt-to-income ratios, but are consistent to findings observed in non-mortgage debt
(see Appendix 3C).
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during the past year?” A score of three was considered to be “moderately stressful.”
In addition, I consider two objective measures of young adults’ financial wellbeing. Although there are many objective measures used by policymakers, researchers,
and practitioners, debt-to-income ratio reflects whether or not, and to what degree, an
individual can manage their debt load. If debt is manageable, then an individual is more
likely to avoid late fees, repay debt without requiring additional debt, and avoid
bankruptcy (Fan and Chatterjee 2019; Parker et al. 2016). For this study, I use nonmortgage debt at age 26 and a debt-to-income ratio that divides the amount of nonhousing debt a young adult owes in the third survey wave by their personal income in that
same year26. Youth with no income have missing debt-to-income ratios and are not
included in the study (5%), which may deflate my study’s debt-to-income ratio relative to
all youth who ever attended four-year college.
Background Characteristics. Because parent borrowing is most common and
highest among more advantaged families (Cepa, ND), it is critical to take youth and their
family characteristics into account when investigating outcomes of parent borrowing. I
consider parents’ income with a five-part measure from parents’ self-reports during the
base year survey in 2002. Although this is a decade prior to when youth’s financial wellbeing is collected, this is the most complete measure available in the ELS data. The
lowest income group are families with less than $50,000 who are among those most
likely to receive Pell grants and be less likely to require PLUS loans (U.S. Department of
Education 2005). Low-middle income parents are those who make between $50,001 and
$75,000, middle-income parents earn between $75,000 and $100,000, upper-middle
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Appendix 3D shows the distribution of the debt-to-income ratio, which is considerably skewed.
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income households have incomes between $100,000 and $200,000, and high-income
families earn $200,000 or more. These groupings reflect the coding of the survey
question asked of parents. As another measure of family resources, I include whether or
not either parent earned a college degree. In addition, previous work found that parent
support varies by family structure (Henretta et al. 2012; Swartz 2009), so I compare
youth whose parents are married or partnered to those whose parents are single,
widowed, or divorced/separated.
Similarly, youths’ circumstances will directly influence their financial wellbeing
so I consider their economic situation. First, young adults with a college degree are often
in stronger economic positions than those without so I take into account young adults’
Bachelor’s degree completion. In addition, I take into account those who are currently
enrolled since this may negatively impact their financial well-being. Labor market
experiences influence financial well-being as well so I consider youths’ self-reported
income at age 26 when investigating financial stress, but I replace this with a
dichotomous indicator for full versus part-time work when looking at youth debt-toincome ratios. Finally, for analyses of financial stress, I include a measure of the amount
youth report that they currently pay towards their student loan balance since previous
work showed that this directly influenced financial stress (Bricker and Thompson 2016;
Cherney et al. 2020).
Next, young adult family milestones have also been tied to their financial wellbeing. I consider youths’ self-reported relationship status by comparing those who are
single to those who are married/partnered and divorced/separated. I also account for
whether or not the young adult has any children.
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Finally, previous work connected students’ demographic characteristics to
financial wellbeing so I include an indicator for self-reported gender and race or ethnicity
at the base year of the survey. I compare women’s financial wellbeing to men. In
addition, I compare white young adult’s financial well-being to young adults who are
Black, Hispanic, Asian, or report coming from some other racial and ethnic background.
Methods
To examine the effect of parent borrowing on young adults’ financial wellbeing, I
use ordinary least-squares regression to predict financial stress, debt-to-income ratios,
and non-mortgage debt27. Given the skewed distribution for debt-to-income ratio (Chiteji
2007; Houle 2014a), I also conduct conditional quantile regressions to compare the
median debt-to-income across groups. I present two different models. The first
incorporates parents’ characteristics and the second includes children’s. Next, I consider
whether the effect of parent borrowing on financial wellbeing differs depending on
background characteristics since families with fewer financial resources may be more
strained by parent debt than more advantaged families. To investigate this, I interact
parent borrowing with parents’ income using the full model with both children and
parents’ characteristics.
Findings
Descriptive Findings
Table 3.1 presents descriptive statistics for the full sample of young adults who
attended a four-year college and applied to FAFSA and compares those whose parents

27

For financial stress, I also perform an ordered logit analysis and the results remain consistent to those
with ordinary least squares.
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borrowed through the PLUS program to those whose parents did not. The average
financial stress in the sample is fairly high at 3.18, meaning that youth feel more than
“moderate stress” about meeting their financial obligations in the past year. Similarly,
young adults’ debt to-income-ratios are high, requiring almost 5 years of their household
earnings in order to repay their debt. In addition, young adults hold almost $40,000 of
non-mortgage debt. Yet, young adult children of parent borrowers had similar levels of
financial stress, debt-to-income ratios, and non-mortgage debt as those whose parents did
not borrow. Although these descriptive findings indicate that there is little difference in
youth financial hardship or parent-child financial support among those whose parents
borrowed compared to those who did not, parent borrowers are often more advantaged
(Walsemann and Ailshire 2016) and some children of parent borrowers are more likely to
graduate (Cepa ND), underscoring the importance of taking both youth and their parents’
characteristics into account in multivariate analyses.
Indeed, young adult children of parent borrowers come from more advantaged
families according to a number of measures. First, although 44% of the sample is
categorized as low-income (income of $50,000 or less), only 32% of parent borrowers
have incomes that fall in this range. Instead, the young adult children of parent borrowers
were more likely to grow up in middle and upper-middle families. In addition, the
children of parent borrowers are more likely to come from two-parent households (86%
versus 78%) and more likely to have at least one parent who completed college (57%
versus 48%). Together, this reinforces the importance of accounting for parents’
resources in investigations of young adults’ financial hardship.
Just as parents’ characteristics likely play a role in youths’ financial hardship
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experiences, young adult’s own economic, demographic, and family experiences may
also influence financial wellbeing (Houle 2014a). For example, completing education is
critical for labor market opportunities and 43% of the sample completed a Bachelor’s
degree and another 15% completed a Bachelor’s degree and are pursuing additional
postsecondary credentials. Over one-fifth of the sample are still enrolled in college, and
another one-fifth are not enrolled and do not have a Bachelor’s degree. Three-quarters of
young adults in the sample work full time and they have an average income of $28,250.
The children of parent borrowers are more advantaged on many of these economic
indicators. They are more likely to hold a Bachelor’s degree (51%) and they are less
likely to be enrolled, so they are also more likely to work-full time (79%) and have
higher incomes $30,600.
In addition, family milestones shape young adults’ experiences with financial
hardship (Houle 2014a). Almost half of the sample is single, 51% are married, and 2%
are divorced or separated, though divorce or separation is less common among the
children of parent borrowers. Similarly, 23% of the young adults are parents themselves,
but the children of parent borrowers are less likely to have children of their own (15%
versus 25%). Finally, demographic characteristics play a role in financial hardship
because of racial and gender disparities in opportunities and labor markets. The children
of parent borrowers are more likely to be white than the children of parent non-borrowers
(74% versus 65%) and less likely to identify as Black (9% versus 15%)28. Overall,
despite youth reporting similar financial hardship experiences regardless of parent
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Most research finds that Black families are more likely to hold educational debt, but Black youth were
also less likely to respond to the third survey wave so they are not included in this sample (Ingels 2014).
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borrowing, young adult’s characteristics indicate that those whose parents borrowed for
college are more advantaged than those whose parents did not, again underscoring the
need for multivariate analyses that can take these advantages into account.
Findings from Ordinary Least Squares and Quantile Regressions
Regressing youths’ financial stress on parent borrowing after accounting for
parent and youth characteristics, Table 3.2 focuses on the subjective measure of youth
financial hardship. As a reminder, the regression models operationalize PLUS loans with
a spline function, incorporating whether or not parents borrowed and the amount parents
borrowed as two different variables in the same model. Column 1 incorporates parents’
background characteristics, but does not find an association between either measure of
PLUS loans and young adult children’s financial stress. In contrast, once young adult and
parent characteristics are incorporated (Column 2), the children of parent borrowers
report less financial stress (=-0.85 points, with a lower confidence bound of -1.66 and
an upper bound of -.03). This is equivalent to two-thirds of a standard deviation decrease
in financial stress. In addition, higher amounts of PLUS loan debt are associated with a
small increase in the amount of youth financial stress. Specifically, this translates to a
small, but statistically significant 1% increase in financial stress when parent PLUS debt
increases by 10 percent. This is equivalent to an 8.6% standard deviation increase in
financial stress. However, youth’s non mortgage debt appears to mediate the relationship
between parent borrowing and youth’s subjective financial stress (analyses available
upon request).
Across the models, some parent and student characteristics are associated with
financial stress in ways consistent with the literature. For example, parents’ marital status
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is associated with youths’ financial stress, with children of single or divorced/separated
parents more financially stressed than the children from two-parent households. In
addition, consistent with the literature citing less favorable labor market experiences and
higher educational debt (Dwyer et al. 2013; Houle 2014a), young adult women report
higher levels of financial stress than men. Similarly, likely reflecting a discriminatory
labor market and higher levels of debt, Black youth report greater financial stress, but this
is attenuated once youths’ characteristics are incorporated. In contrast, young adults with
a Bachelor’s degree and those currently enrolled in undergraduate classes are insulated
from financial stress, reporting lower levels of financial stress than those who are not
enrolled and do not have a Bachelor’s degree. Similarly, higher incomes in young
adulthood are associated with lower levels of stress. Young adult’s family milestones also
influence feelings of financial stress. Those who are single feel less stressed than young
adults who are divorced or separated, but more financial stress than married or partnered
youth. In addition, having children as a 26 year-old is associated with greater financial
stress. Altogether, these patterns are largely consistent with those previously observed in
the literature.
Table 3.3 documents whether parent borrowing is associated with two objective
measures of financial hardship, youths’ non-mortgage debt and their debt-to-income
ratio. Again, I add to youth characteristics after incorporating parents’. In addition, I use a
spline to compare outcomes for the children of parent borrowers as well as the amount of
PLUS loan debt in a single model. The first two columns use ordinary least squares
regression to predict young adults’ average debt-to-income ratio. Regardless of whether
youth or parent characteristics are incorporated, the children of parent borrowers report
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lower average debt-to-income ratios than children whose parents did not borrow
equivalent to about 12 to 13% of a standard deviation, respectively. However, there is no
association between the amount parents borrow and average debt-to-income ratios. In
part, the skewed distribution of youths’ debt-to-income ratio may bias findings so
Columns 3 and 4 use quantile regression technique to document patterns in the median
debt-to-income. Using this technique, the young adult children of parent borrowers have
lower debt-to-income ratios. In contrast, a 10% increase in parent PLUS loans is
associated with a small 1% increase in youths’ debt-to-income ratios, as observed in both
Column 3 and 4. The final two columns show the relationship between parent borrowing
and their young adult children’s non-mortgage debt burden with ordinary least squares
regressions. The children of parent borrowers have marginally less non-mortgage debt
than children of parents who do not borrow, equivalent to about 0.2% of a standard
deviation. In contrast, a 10% increase in the amount of parent PLUS loans borrowed is
associated with a modest 6% (for both Columns 5 and 6) increase in youths’ nonmortgage debt. Altogether, there is consistent evidence that children of parent borrowers
have better financial wellbeing than children whose parents do not borrow. However, as
parents’ debt increases, young adult children’s objective measures of financial wellbeing
decline.
Comparing the relationship between parents’ characteristics and objective
financial wellbeing, I find that the children of college-educated parents consistently have
less debt and also have lower median debt-to-income ratios once youth’s characteristics
are taken into account. In addition, children from upper-middle and high-income families
have lower median debt-to-income ratios when either parents or youth characteristics are
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taken into account. Similarly, children from high-income families have less nonmortgage debt. In addition, youth characteristics are associated with objective financial
hardship. There are two exceptions. First, young adults who are currently enrolled in
postsecondary education but do not have a Bachelor’s degree have less non-mortgage
debt than youth with a Bachelor’s and youth without a college degree and who are not
currently enrolled have lower median debt-to-income ratios and less non-mortgage debt.
In addition, youth who work full-time have lower average and median debt-to-income
ratios than those work part-time, likely because they have higher incomes. Young women
have higher non-mortgage debts than men, and lower median debt-to-income ratios. This
is surprising given that women also have lower incomes than men. Finally, objective
financial hardship varies across race and ethnicity. Black youth have higher median debtto-income ratios than whites and Asian youth have lower debt-to-income ratios and less
non-mortgage debt, though this likely varies across Asian ethnic groups.
To make these patterns more concrete, Figures 3.1 through 3.3 depict the
predicted values of the four financial wellbeing indicators by the amount of PLUS loan
debt borrowed net of controls. Figure 3.1 shows that young adults whose parents
borrowed between $1 and $6,000 of PLUS loan debt are the least financially stressed
(between 3.14 and 3.22), even in comparison to those whose parents did not borrow
through PLUS (3.22). Yet, when parents borrow more than about $11,000, their young
adult children’s financial stress increases to about 3.51 among those whose parents
borrowed $51,000. There is a 12% standard deviation difference in the financial stress of
youth whose parents borrowed $6,000 (which is about the 25th percentile of PLUS debt
among parent borrowers) and those whose parents borrowed $26,000 (which is
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approximately the 75th percentile), and a 26% standard deviation difference when
compared to those whose parents borrowed $51,000 through PLUS.
Figure 3.2 depicts a similar pattern for young adults’ mean and median debt-toincome ratios, though median debt-to-income ratios are generally lower than the mean.
Specifically, youth whose parents did not use PLUS have median debt-to-income ratios
of about 0.80. In other words, for these youth, it would take almost 10 months to repay
their non-mortgage debt. In contrast, it would only take about 9 months for those whose
parents borrowed between $1,000 and $6,000 in PLUS loans, but almost a year for those
whose parents held $41,000 or more of PLUS loan debt.
Finally, Figure 3.3 again shows a similar pattern for young adults’ non-mortgage
debt. On average, those whose parents did not borrow through PLUS hold about $9,500
in non-mortgage debt, while those whose parents were in 25 percentile of PLUS loan
borrowers held $1,000 to $2,000 less non-mortgage debt. In contrast, young adults whose
parents were in the top half of PLUS loan borrowers, hold significantly more nonmortgage debt (between $1,000 to $14,000 more, reflecting a difference equivalent to
about 9% of a standard deviation). Altogether, parent PLUS loans may act as a buffer
against financial hardship for young adult children, but only at lower levels of debt.
Ordinary Least Squares and Quantile Regressions of Objective and Subjective Financial
Hardship across Family Income
Table 3.4 investigates whether the relationship between parent borrowing and
financial hardship depends on youth’s background characteristics. Among youth from
middle-income families, there is no association between parent borrowing and subjective
financial hardship, net of other youth and parent characteristics. Across the income
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distribution, there is little difference in financial stress among young adult children of
parent borrowers. In other words, the financial stress associated with parent borrowing is
not driven by the experience of youth from certain household backgrounds. Turning to
objective measures of financial hardship, neither average nor median debt-to-income
ratios are associated with parent borrowing among middle-income youth, and this
relationship does not vary substantially across the income distribution. In contrast,
middle-income youth have greater non-mortgage debt when their parents borrow and
when their parents borrow more (10% increase in parent borrowing associated with 8%
increase in non-mortgage debt). A global test of the equality of coefficients also shows
that the impact of parent borrowing through PLUS on non-mortgage debt is even greater
for youth from high-income families. Specifically, when high-income parents use PLUS,
their children rely on less non-mortgage debt than low, lower-middle, and upper-middle
income youth (at p<0.05), but their children’s non-mortgage debt increases at a faster rate
(at p<0.05). Despite the variation across income groups in terms of the relationship
between PLUS and non-mortgage debt, patterns generally show little variation across
family income in the relationship between parent borrowing and children’s financial
wellbeing in young adulthood. Supplemental analyses using a continuous measure for
parent income finds similar patterns in parent borrowing and financial wellbeing.
Additional analyses show that some measures of financial hardship vary across
race and ethnicity. Specifically, youth who identify as coming from a racial and ethnic
group other than White, Black, Latinx, or Asian experience different relationships
between PLUS loans and financial stress than Black, Latinx, or Asian youth, though it is
difficult to draw conclusions as to why both because of small sample sizes and because of
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the group is conceptually ill-defined. In addition, the relationship between PLUS and
median debt-to-income ratios varies across race and ethnicity. Relative to White and
Asian youth, Black students’ debt-to-income ratios increase at a greater rate as PLUS
loan debt increases (see Appendix Figure 3A), though these racial and ethnic differences
are not observed in the relationship between PLUS and non-mortgage debt. This suggests
that racial discrimination in the labor market for college graduates partly drives the
higher non-mortgage debt-to-income ratios experienced by Black youth relative to
whites. PLUS loans magnify the hardship but additional research is necessary to
understand why this might be the case.
Figures 3.4 through 3.6 illustrates these relationships between PLUS loans and
financial wellbeing for youth from families across the income distribution. Figure 3.4
documents the relationship between PLUS loan debt and financial stress for youth with
different levels of family income. Although it appears that youth from high-income
families experience a different relationship between PLUS and financial stress, the
differences are negligible. Instead, the pattern documented for the main effects, where
PLUS acts as a buffer on financial stress only at lower levels of PLUS loan debt, is
observed. Similarly, the relationship PLUS loans has with both mean and median debt-toincome ratios are observed for youth regardless of their parents’ income (Figure 3.5).
In contrast, Figure 3.6 shows that youth from low-, low-middle, and upper-middle
income families experience a different relationship between PLUS and non-mortgage
debt than their high-income peers. Namely, PLUS acts as a buffer to non-mortgage debt
at lower levels of PLUS debt for low-, lower-middle, middle, and upper-middle income
youth, and this buffering is even more pronounced for young adults from high-income
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families, though it also erodes at a much faster rate. Specifically, youth with high-income
parents who borrowed between $1000 and $6,000 through PLUS hold less than $3,000 in
non-mortgage debt, while comparable youth from lower income families hold between
$7,000 and $10,000 of non-mortgage debt. These income gaps in the relationship
between PLUS and non-mortgage debt are equivalent to between 5 and 14% of a standard
deviation. Among those whose parents borrowed $21,000 in PLUS loans, the income
patterns for the relationship between PLUS and non-mortgage debt are reversed.
Specifically, high-income youth with parents who borrowed $21,000 or more through
PLUS carry over $22,000 in non-mortgage debt compared to $15,000 or less among
youth from families with lower incomes (equivalent to about 7% of a standard deviation).
In other words, PLUS continues to act as a buffer for high-income youth for longer, but
its benefits erode to a greater degree at higher levels of PLUS debt, though these findings
should be interpreted with caution given that there are so few high-income youth in the
sample. In supplemental analyses, I investigate whether this pattern is driven by
differences in the amount of federal student loan debt borrowed by youth, but find no
evidence that this is the case. Instead, the income differences in non-mortgage debt derive
from credit card or private educational debt. This provides some evidence that parents
across the income distribution may be motivated to borrow for different reasons, with
high-income parents borrowing to reduce their children’s debt burdens.
Discussion
This study expands on existing research investigating parent-child financial
support across the life course by focusing on the ways that parents’ use of debt to fund
college may influence their young adult children’s financial wellbeing. Given how
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pervasive credit and debt have become in American lives it is critical to understand the
intergenerational financial implications when families borrow. I focus on parent
borrowing through the federally-financed Parent Loans for Undergraduate Students
(PLUS) program because it is more accessible to families across the income distribution,
because parents can borrow significant sums, and because PLUS loans finance children’s
educational attainment, a critical milestone on the transition to adulthood and one that has
considerable implications for young adults’ trajectories. My findings underscore that
financing college, and perhaps even youths’ entry into adulthood, is an intergenerational
family project, and that the costs are often experienced by families across the income
distribution. These findings are especially timely given that the current economic crisis
driven by the pandemic may lead to even more parents to borrow in the future.
When parents borrow, their children have marginally better financial wellbeing
when compared to children whose parents did not borrow for college. I document this
pattern for both subjective and objective measures of financial wellbeing. In qualitative
work, some parents describe wanting to borrow through PLUS to ease youth’s entry into
adulthood (Friedline et al. 2017; Jaschik 2013; Zaloom 2019), including reducing their
children’s need to borrow. Indeed, the children of parent borrowers have less nonmortgage debt, which translates into lower debt-to-income ratios, and ultimately less
financial stress. This suggests that parent PLUS loans serve an important function for
helping parents smooth their children’s transition to adulthood. Yet, parent PLUS loans
are only available to parents of dependent college students, meaning that not all parents
use or have access to PLUS. Relying on parent PLUS loans as a policy solution to help
youth navigate the transition to adulthood will miss large groups of youth who often
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could use the most support (Silva 2012).
However, higher levels of parent PLUS loans also are associated with greater
financial hardship for young adults. Previous work found that debt, including educational
debt, is associated with financial hardship and stress for borrowers (Bricker and
Thompson 2016; Cherney et al. 2020; Drentea 2000; Dwyer 2018), and this study shows
that the hardship and stress extends across generations. Higher amounts of parent PLUS
loan debt is associated with greater financial stress, higher non-mortgage debt, and more
burdensome debt-to-income ratios among young adults, after accounting for young
adults’ family and background characteristics. In supplemental analyses, the negative
relationship between parent borrowing and financial stress is attenuated and no longer
statistically significant once children’s non-mortgage debt is included (analyses available
upon request). These findings indicate that material support in young adulthood may be
different when parents borrow more. Perhaps parent PLUS loans strain parents’ finances,
forcing parents to reduce or stop providing material support to their young adult children.
Alternatively, parent borrowers and parents with heavier PLUS burdens may need
financial support from their young adult child instead. Future work should test these
mechanisms more explicitly.
Given the limits of middle-class incomes in the face of staggering college prices,
much of the empirical focus on parent borrowing has understandably been on middleincome families, arguing that debt has transformed middle-class family life (Tevington et
al. 2017; Zaloom 2019). However, this study shows that long-term financial implications
of parent borrowing on young adults’ financial wellbeing is not isolated to middleincome families. In particular, lower levels of debt among the children of parent
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borrowers and the declining benefits PLUS loans in terms of youths’ non-mortgage debt
are observed for families across the income distribution. However, these patterns are even
more extreme for high-income young adults relative to low-income youth, indicating that
families across the income distribution may borrow through PLUS for different reasons.
Although families across the income distribution need educational debt to help fund
college, high-income parents may also borrow to help shield their children from debt
during college. Americans believe that college is necessary to achieving the American
dream of a middle-class life and that most parents expect their children to go to college
(Goyette 2008), it is perhaps unsurprising that the struggle to afford college and the
reliance on debt to do so has implications for many American families. Future work
should further investigate whether parents’ reasons for borrowing through PLUS impacts
its intergenerational implications for youths’ financial wellbeing.
Although the findings consistently point to a relationship between parent
borrowing and financial wellbeing in young adulthood, there are limitations that future
studies should address. First, youth in this sample are comprised of 26 year-olds who had
attended four-year college. Although many Americans attend four-year college, it is
critical to consider whether parent borrowing is associated with financial stress among a
wider population of young adults. In addition, the data used in this survey only asked
about young adults’ financial stress at age 26. Similarly, this study covers the years of the
Great Recession, when families may have been particularly financially stressed. This may
mean that my findings are not generalizable in more favorable economic times, though it
suggests its relevance to today’s families in the wake of the economic downturn from the
pandemic. Future work should consider when this relationship between PLUS and
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wellbeing develops and how long it persists in young adulthood. Because of data
limitations I was unable to restrict the sample to young adults who had been dependents
of their parents during their college years. As a result, some youth who are categorized as
having a parent who did not borrow may have been independent from their parents and
thus should be excluded from the sample since their experiences financing college and
navigating adulthood are very different and much more difficult. Given this possibility, it
is likely that I am overestimating the benefits of parent borrowing for financial wellbeing,
though I began to address this by restricting analyses to those who used FAFSA.
Although this study has demonstrated a consistent, negative relationship between
the amount of parent PLUS loans and financial wellbeing, there are a number of different
ways scholars define financial wellbeing with survey data (Parker et al. 2016; Sorgente
and Lanz 2017). I have used three different measures, but future research should
investigate other operationalizations. If findings are consistent with other measures of
financial wellbeing, this would provide additional support for the findings presented here.
Even if findings vary when using other measures of financial wellbeing, different
operationalizations of financial wellbeing have slightly different meanings and it would
be useful to have clarity about what domains of financial life debt touches. This may help
provide clarity around why there are income differences in the relationship between
PLUS and non-mortgage debt, but not for debt-to-income ratios or financial stress.
Although this study suggests possible mechanisms connecting parent borrowing
to youth financial wellbeing, more data is necessary to test them. To investigate material
supports as a possible mechanism, future work should rely on longitudinal data that
collects information about intergenerational material support after parents borrow, but
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prior to when financial wellbeing is measured to avoid issues of reverse causation. Given
the importance of understanding the mechanisms linking parent borrowing to young adult
financial wellbeing, researchers should also conduct more longitudinal, qualitative
research investigating intergenerational family relationships (see Hamilton 2016,
Tevington et al. 2016, and Zaloom 2019 for examples), especially around money, to
clarify how financial stress is managed and potentially transmitted across generations in
young adulthood. Similarly, understanding whether parent borrowing is a product of
parent-child relationships will be an important area to explore to understand how families
incorporate debt into intergenerational relationships. Finally, future work should
investigate whether parent borrowing through other programs and for other purposes is
also associated with stress in young adulthood. Doing so clarifies whether some of young
adults’ stress derives from feelings of responsibility—their parents borrowed on their
behalf—or if debt, regardless of its source, generates stress that influences parent-child
relationships in young adulthood.
Currently, national debates weigh the value of educational debt, question college
costs, and disagree over who is deserving of debt cancellation policies. This study speaks
to these questions in a novel way by considering the implications of parent PLUS loans
for children’s financial wellbeing in young adulthood, a critical and precarious time for
youth as they develop a sense of who they are and what opportunities are available to
them. This study shows that educational debt in the form of PLUS loans has both rewards
and consequences that reach across generations. Despite providing a modest buffer to
financial hardship and stress at lower levels of PLUS, the protective role of PLUS
degrades at higher levels of debt. As a result, this study argues that parent borrowing is an
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imperfect tool for providing opportunities that promote youths’ financial wellbeing.
Moreover, PLUS’s benefits and risks are not solely experienced by middle-class families,
which has implications for policymakers’ focus on means-testing. Specifically, this study
shows that limiting whose debt is cancelled or which college students should receive
more financial aid ignores the reality that educational debt has intergenerational
consequences, regardless of families’ means. Means-testing around educational debt
cancellation delays critical policy changes that could remedy the structural issues that
necessitate parent and student borrowing, and could ultimately benefit parents, children,
and how they support one another.
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Table 3.2. Coefficients from Ordinary Least Squares Regression of Subjective Measure of
Financial Hardship, N =5,010
1
2
Parent
+ Youth
VARIABLES
Charact.
Charact.
Parent ever borrowed through PLUS
-0.80
-0.85*
(0.42)
(0.40)
Parent borrowed through PLUS (Logged)
0.10
0.11*
(0.05)
(0.05)
Parents' marital status (Married/partnered omitted)
Divorced/separated/Single
0.17**
0.17**
(0.06)
(0.06)
Parent completed college
-0.21*** -0.17***
(0.05)
(0.05)
Parents' income (Middle-income omitted)
Low income, $50,000 or less
0.04
0.003
(0.07)
(0.06)
Low-middle income, $50,001 - $74,999
-0.01
-0.01
(0.07)
(0.07)
Upper-middle income, $100,000 - 200,000
0.00
0.03
(0.08)
(0.08)
High income, $200,000+
-0.13
-0.09
(0.12)
(0.12)
Race/ethnicity (White omitted)
Black
0.17*
0.04
(0.08)
(0.08)
Hispanic
0.01
-0.03
(0.08)
(0.08)
Asian
-0.01
0.01
(0.07)
(0.07)
Other
0.20*
0.14
(0.09)
(0.09)
Female
0.26***
0.23***
(0.05)
(0.05)
Educational attainment (Has Bachelor's omitted)
Not enrolled, no Bachelor's degree
0.28***
(0.06)
Enrolled, no Bachelor's degree
0.13
(0.07)
Enrolled, has Bachelor's degree
0.11
(0.06)
Income ($1000)
-0.06***
(0.01)
Relationship status (Single omitted)
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Married or partnered
Divorced/separated
Has children
Constant

3.86***
(0.42)

-0.29***
(0.05)
0.29*
(0.14)
0.24***
(0.06)
4.48***
(0.42)

Notes: Analysis limited to young adults who attended a four-year college and did not
attend graduate school; Standard errors in parentheses; Ns rounded to nearest tens per
NCES disclosure rules; *** p<0.001, ** p<0.01, * p<0.05
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Figure 3.1. Predicted mean of financial stress
by PLUS loan debt
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Figure 3.2. Predicted values of debt-toincome ratio by PLUS loan debt

Median debt-to-income ratio

Figure 3.3. Predicted mean non-mortgage
debt by PLUS loan debt
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Notes: Analysis limited to dependent students who ever enrolled in a four-year institution
and applied to federal financial aid in Educational Longitudinal Study of 2002 data;
Predicted values control for parents’ education, marital status; students’ race/ethnicity,
gender, educational attainment, marital status, parenthood status, and economic situation.
Predicted values were constructed without a spline for PLUS loans.
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Figure 3.4. Predicted mean financial stress by parents'
income & PLUS loan debt
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Figure 3.5. Predicted mean and median debt-to-income
ratio by parents' income and PLUS

Figure 3.6. Predicted mean non-mortgage debt by
parents' income & PLUS
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Analysis limited to dependent students who ever enrolled in a four-year institution and
applied to federal financial aid in Educational Longitudinal Study of 2002 data; Predicted
values control for parents’ education, marital status; students’ race/ethnicity, gender,
educational attainment, marital status, parenthood status, and economic situation.
Predicted values were constructed without a spline for PLUS loans.
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DISCUSSION AND CONCLUSION
This study focused on the Parent Loans for Undergraduate Students (PLUS)
program to understand the role of debt in generating risks and allowing parents to have
hopes for their young adult children in an era of rising inequality and declining college
affordability. Parents financially support their young adult children for many reasons: to
ensure support as they age, out of altruism, and because their children’s achievements are
a reflection of their own success as parents (Fingerman et al. 2020; Fingerman, Sechrist,
and Birditt 2013; Swartz 2009). Regardless of their underlying motivations, parents hope
to provide opportunities for their children and scholars are increasingly considering the
financial risks parents take to provide those opportunities (Fingerman et al. 2020; Maroto
2017, 2018). I show that parent borrowing through PLUS burdens parent borrowers and
that they are a limited tool for smoothing youths’ entry into adulthood. Doing so, I
contribute to theories about intergenerational support and existing understandings of debt
while speaking to current higher education policy conversations.
The first chapter shows that parents across the income distribution experience risk
when using debt to support young adult children, demonstrating that parent borrowing
touches families across the income distribution albeit in different ways. Currently,
policymakers argue that PLUS loan borrowers are predominantly use by high-income
families (Baum et al. 2019; Murakami 2021), while a long scholarly literature argues that
debt is largely experienced by those in the middle of the income distribution (Houle
2014b; Leicht and Fitzgerald 2006; Porter 2012; Sullivan et al. 2000; Tevington et al.
2017; Wolff 2010, 2013; Zaloom 2019). I provide clarity to these discussions by showing
that parents in the middle of the income distribution are most likely to borrow at a rate of
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about 18 to 20 percent. High-income parent borrowers rely on higher amounts of PLUS
loan debt, around $13,800 in a single academic year. Yet, low and low-middle income
parent borrowers are also less likely to have the totality of their debt canceled by current
legislation seeking to forgive up to $10,000 of federal educational debt (Nadworny 2021).
Finally, low-income parents face high debt-to-income ratios, beyond the 0.6 threshold
used to designate financial hardship (Baker 2019; Baum and Schwartz 2006).
Policymakers sometimes exclusively focus on the ways high-income parents use PLUS to
argue that it is not a societal issue worthy of attention (Murakami 2021). Rather than
being contained to families in one part of the income distribution, debt is a feature of life
for high-, middle-, and low-income families. PLUS may be a disturbing harbinger of
future debt trends if college costs continue to outpace family income and grant support.
Future work should investigate whether patterns in parent borrowing have shifted over
time and what drives those patterns. Doing so would provide insight into whether these
patterns may exist for other forms of debt and what policy solutions might address it. In
addition, considering whether the reasons parents borrow is related to their debt burden
provides insight into the choices families make to manage unaffordable college costs.
Overall, this chapter highlights the importance of including parents’ borrowing in
conversations about college affordability.
The next two empirical chapters investigate whether parent borrowing through
PLUS delivers on parents hopes to smooth children’s path to adulthood. First, I consider
the relationship between parent borrowing and Bachelor’s degree attainment, which is a
pivotal adult milestone and critical for youths’ social mobility. I find that low-income
children of parent borrowers are more likely to complete college than their low-income
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peers whose parents do not borrow. This pattern is not observed for children from higher
income families. Moreover, the amount of parent PLUS debt is not associated with
stronger degree completion for students regardless of their families’ means. These
findings show the importance of considering characteristics of money beyond income—
where money comes from and who uses it have social and cultural meanings that are also
important to consider. Understanding how students and parents interpret PLUS loans,
how they earmark them, and whether those interpretations and earmarking depend on
families’ income deepens current understandings of how money and financial
transactions are experienced by Americans. In addition, the impact of PLUS on degree
attainment is distinct from those observed for grants and federal debt. This underscores
the importance of thinking about qualitative dimensions of debt to more effectively
channel resources to students and their families. It also suggests that policies designed to
restrict access to PLUS without addressing families’ financial need may reduce college
completion rates for low-income students, hampering opportunities for mobility.
Finally, I investigate whether parent borrowing through PLUS supports young
adult children’s financial wellbeing, as measured with subjective and objective indicators.
Young adult children of parent borrowers have better financial wellbeing than their peers
whose parents did not borrow, but greater amounts of PLUS loans are associated with
greater financial stress, higher non-mortgage debt, and higher median debt-to-income
ratios. Some parents explain that they used PLUS loans to reduce their children’s reliance
on debt in the hopes of providing greater financial security to their children once they
graduate. Yet, my findings show that this hope is only partially fulfilled. This points to
the importance of understanding why parent PLUS loans fall short. Perhaps parent
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borrowing hampers parents’ ability to provide material support to young adult children or
it increases children’s material support to parents. Future work should evaluate this more
closely. In addition, it is important to investigate whether other types of debt lead to
similar patterns or if this is specific to parent borrowing through PLUS.
Focusing on educational debt among parent borrowers, these chapters provide
insight into a type of intergenerational financial support that has received comparatively
less attention. These chapters document that debt, unlike cash or in-kind contributions,
provide limited support for children’s entry into adulthood. In part, the risks and rewards
inherent with debt lead to financial hardship that is experienced across generations. As
families increasingly rely on debt to finance daily life, theories of intergenerational
family support should investigate other types of debt and consider the unique way it may
influence family life. Similarly, scholarship on debt should draw on life course theories
and consider the intergenerational ramifications of debt.
Second, this work challenges debt scholarship to broaden investigations into debt
beyond middle-income families. Indeed, parents across the income distribution use the
program, with different implications for families. Sometimes that experience is shared,
such as observed in the case of financial wellbeing. In other instances, families’
experiences with debt differ depending on their income. For example, low-income
parents face especially concerning debt burdens from PLUS, which has implications for
their own financial health. On the other hand, their children are also more likely to see
benefits in terms of degree attainment. This exemplifies how important it is to remember
that the middle-income experience with debt is important, but not universal. Ironically,
when studies focus on middle-income families, they obscure how universal debt is to
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American life. Recognizing that families across the income distribution rely on debt is
critical because scholarship on debt often shows that the risks and rewards that accrue
from debt depend on who borrows (Dwyer et al. 2013, 2012; Seamster and CharronChénier 2017). Debt scholarship could benefit from applying theories of economic and
cultural sociology that argue for a deeper investigation into qualitative characteristics of
money—its terms, how its disbursed, and how individuals conceptualize and earmark
it—to enrich current research on debt beyond whether or not, and how much, someone
borrows.
By treating parent PLUS loans as a potential indicator of college affordability,
this study provides insight into how policymakers can move forward to address college
affordability issues. Namely, this study argues that PLUS is a limited policy option for
unaffordable college costs for a number of reasons. First, PLUS has consequences for
parents’ financial health as well as their children’s later in life. Some policymakers
advocate for restricting access to PLUS and limiting the amount parents can borrow to
prevent some parents from borrowing and reduce future borrowers’ debt burdens (Baum
et al. 2019; Cellini et al. 2020). Doing so without addressing underlying college
affordability issues will only bar parents from acting on their hopes without ensuring
their financial risks are reduced, especially if they turn to more predatory types of debt or
cash out retirement savings (Napolitano et al. 2014; Zaloom 2019).
Second, I show that PLUS is not as effective at promoting degree attainment as
other tuition discounting policies like lowered college costs, more grant aid, or even more
student debt. Instead of promoting PLUS as a solution to college affordability, policies
should address the conditions that necessitated parent borrowing in the first place. In
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particular, policies for free tuition at public institutions and Historically Black Colleges
or Universities would be an important step for addressing college affordability while also
improving degree attainment without undermining parents’ and young adults’ financial
wellbeing (Busta 2021). Moreover, such a policy would help reframe current
conversations about college’s value from only offering individual, labor market benefits
to underscore that college also provides public, societal benefits (Labaree 1997). Debt
reinforces the view that education is a private investment with benefits enjoyed only by
the individual. In contrast, when higher education policies make college costs more
manageable by reducing or eliminating tuition, this sends a message that the costs of
investing in postsecondary education will be shared by all Americans because it also
offers shared, societal benefits. This shift from focusing on individual costs and benefits
to societal ones are especially important to engage with in the wake of the pandemic,
which led to a resurgence of questions about the value of college in response to shifts to
online learning and declining enrollment (Anderson 2021; Jaschik 2020).
Alternatively, higher education policies could focus on addressing college
affordability with additional grant aid. Specifically, expanding Pell grant eligibility and
increasing the amount of Pell grant aid are another important policy tool (Burke 2021;
Busta 2021; Murakami 2020). My work finds that low-income parents whose children are
the most likely to be eligible for Pell face the heaviest debt burdens from PLUS. This
finding is disturbing since it highlights that the families Pell is designed to support are not
receiving enough aid to shield them from financial risk. Indeed, previous work showed
that the share of college costs covered by Pell has declined over the last several decades
(Perna and Li 2006), underscoring the importance of increasing the amount of grant aid
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to Pell recipients. In addition, my study shows that middle-income students and parents
are the most likely to use debt, suggesting that it would be prudent to expand Pell grant
eligibility to families in the middle of the income distribution.
PLUS is also a limited policy tool because it is only available to certain types of
parents and families. In particular, PLUS loans promote a narrow conceptualization of the
family that does not acknowledge the diverse forms that exist in American society. Only
biological or adoptive parents can borrow through the PLUS loan program (U.S.
Department of Education 2019b); yet, increasingly, children are raised by grandparents,
aunts, uncles, or other kin (Carlson and England 2011; Furstenberg 2010). Ignoring these
kin networks mean that some students and their families, who are more likely to face
expected family contributions beyond their means, are unable to access this resource. In
addition, students above the age of 26 or who are married or have children of their own
are not considered dependents and thus their parents cannot borrow through the PLUS
loan program (U.S. Department of Education 2019b). This also relies on a narrow, midcentury understanding of how youth progress through adult milestones and is
increasingly out-of-step with young adults’ lived experiences (Cepa and Furstenberg
2021; Furstenberg 2010; Furstenberg and Kennedy 2016). If higher education policy
intends to promote parent PLUS loans as an additional resource that families can use to
fund college expenses, then it should engage more with family scholarship. Doing so
would provide insight into how higher education policies selectively promote and support
students with specific types of families. Alternatively, policymakers could find ways to
increase Americans’ wages so living and learning is more within Americans’ financial
means. Over time, college costs have rapidly outpaced median family income (Perna and
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Li 2006). Rather than relying on policies that restrict access to those who fit a narrow
view of family, policymakers could improve all Americans’ standard-of-living potentially
making college more financially attainable.
Finally, existing policy proposals to cancel educational debt are critical for
supporting young people and equalizing opportunities. Yet, there has been less attention
to parent borrowers and the impact debt cancellation will have for them (Murakami
2021). PLUS loans should be included in debt cancellation conversations, especially
given the limited impact of PLUS on youths’ academic outcomes and the troubling
implications for their economic security coupled with the debt burdens experienced by
parents when they use PLUS. More specifically, this study shows that debt cancellation
of more than $10,000 would be best able to address the debt burdens of parents across the
income distribution.
The parent PLUS loan program is explicitly designed to provide intergenerational
support for children’s mobility opportunities via higher education. Yet, the fact that
parents from across the income distribution use PLUS speaks to the reality that net
college prices (college tuition, fees, room and board after taking into account grants and
scholarships) are too high for many families (Long and Riley 2007a; National Center for
Education Statistics 2020; Perna and Li 2006). This is observed in the high levels of debt
among students, but also in parents’ use of the PLUS loan program. This study adds to
existing concerns about the risks and rewards of using debt, showing that PLUS loans do
little to support parents’ hopes for their children while opening them to risk. As a result,
debt is only a partial, imperfect solution to college affordability issues and future research
should investigate other forms of debt parents use to determine their risks and rewards.
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Overall, until debt cancellation proposals are coupled with other policies to address
college affordability issues, parents’ will continue to face financial risks in the hopes of
providing opportunities to their children. otherwise eliminating PLUS will simply close
off financial avenues for parents’ hopes for their children.
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APPENDIX
Appendix Table 1A. Descriptive Statistics for by Parent Borrowing through PLUS
No PLUS
PLUS
mean
SE
mean
SE
Ever Use PLUS Loans
Amount of PLUS Loans ($)
Debt-to-income ratio
Debt-to-income ratio of 20%
or more
Parent characteristics
Parents' Income

14,646
0.539

307
0.122

0.373

0.014

p

Low income, $50,000 or
less

0.480

0.007

0.385

0.014

***

Low-middle income,
$50,001 - 71,999

0.149

0.004

0.177

0.009

**

Middle income, $72,000 94,999

0.137

0.004

0.172

0.009

**

Upper-middle income,
$95,000 - 161,999

0.137

0.004

0.164

0.009

***

0.097

0.004

0.101

0.007

0.143
0.265
0.316
0.276

0.005
0.005
0.005
0.005

0.112
0.298
0.318
0.272

0.009
0.012
0.012
0.012

0.647
0.266
0.087

0.006
0.005
0.003

0.675
0.229
0.096

0.013
0.011
0.009

0.212
0.070
0.718

0.007
0.003
0.008

0.150
0.072
0.778

0.008
0.007
0.011

High income, $162,000+
Parents' education
High school diploma or
less
Some college or AA
Bachelor's degree
Master's degree
Parents' marital status
Re/married
Divorced or widowed
Single parent
Student's characteristics
Nativity
First generation
Second generation
Third generation or more
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**
*

**

***
***

Has a sibling in college
Female

0.345
0.557

0.005
0.006

0.340
0.560

0.012
0.013

3.354
20.106

0.008
0.017

3.319
19.929

0.016
0.036

0.582
0.123
0.178
0.073
0.007
0.038

0.010
0.006
0.008
0.004
0.001
0.002

0.594
0.195
0.126
0.045
0.004
0.036

0.014
0.013
0.009
0.005
0.001
0.004

0.052
0.060
0.657
0.230

0.007
0.008
0.020
0.019

0.041
0.070
0.685
0.204

0.007
0.012
0.024
0.022

0.626
0.255
0.015
0.104
0.025

0.009
0.009
0.002
0.003
0.005

0.527
0.319
0.027
0.127
0.049

0.016
0.015
0.004
0.007
0.010

***
***
***
**
***

College tuition, fees, room
and board ($1000)

28.937

0.325

34.681

0.535

***

State or federal grant aid
($1000)

4.657

0.090

3.341

0.118

***

High school grade point
average
Student's age
Race/ethnicity
White
Black
Latinx
Asian
Native American
Multiracial
College characteristics
College selectivity
Open admission
Minimally selective
Moderately selective
Very selective
College sector
Public
Private
For-profit
Multiple college types
HBCU

*
***

***
***
***

Institutional grant aid
($1000)
6.006
0.179
6.697
0.332
*
Student loans ($1000)
5.409
0.091
6.500
0.081
***
Other types of aid ($1000)
0.551
0.031
0.433
0.037
**
Parents' contribution ($)
8319
162
8603
317
N=
18,570
3,620
Notes: Analysis limited to dependent students enrolled in a four-year institution and
applied to federal financial aid during the 2015-6 school year; Standard errors in
parentheses; *** p<0.001, ** p<0.01, * p<0.05; Ns rounded to nearest tens per NCES
disclosure rules
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Appendix Figure 1A. Predicted probability of
borrowing through PLUS by parents' income
and race/ethnicity
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Appendix Figure 1B. Predicted mean PLUS loan
debt among parent borrowers by parents' income
and race/ethnicity
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Appendix Figure 1C. Predicted probability of
borrowing more than $10,000 of PLUS loans by
parents' income and race/ethnicity
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Notes: Analysis limited to dependent students enrolled in a four-year institution during the
2015-6 school year; Predicted values control for parents’ education, marital status;
students’ race/ethnicity, nativity, gender, high school grade point average; College
selectivity, sector, HBCU, college tuition, fees, room, and board, state and federal grant
aid, institutional grant aid, student loans, and parents’ contribution.
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Appendix Figure 1D. Predicted median debt-to-income ratio
among parent borrowers with non-zero income by parents' income
and race/ethnicity
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Notes: Analysis limited to dependent students enrolled in a four-year institution and applied
to federal financial aid during the 2015-6 school year; Predicted values control for parents’
education, marital status; students’ race/ethnicity, nativity, gender, high school grade point
average.
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Appendix 3A. T-tests comparing parent and student characteristics of those with
missing values for financial stress and those without missing values
Sample without
Sample with
missing financial
missing
stress
financial stress
mean
SE
mean
SE
Young adult financial hardship
measures
Non-mortgage debt ($)
Parent borrowing
Parents borrow through PLUS

39,333

849

67,875

6,783

0.25

0.01

0.18

0.03

4,666

260

4,785

1,294

0.21
0.21
0.43
0.15
28,250
0.75

0.01
0.01
0.01
0.01
358
0.01

0.25
0.27
0.20
0.28
1,267
0.13

0.04
0.04
0.03
0.04
484
0.03

***

0.47
0.51
0.02
0.22
0.56

0.01
0.01
0.003
0.01
0.01

0.78
0.19
0.03
0.23
0.48

0.03
0.03
0.014
0.03
0.04

***
***

0.67
0.14
0.10
0.04
0.05

0.01
0.01
0.01
0.003
0.004

0.50
0.19
0.12
0.13
0.07

0.04
0.03
0.03
0.022
0.019

***
**

0.44

0.01

0.47

0.04

*

Amount parents borrow through PLUS
($)
Young Adult Characteristics at age 26
Educational attainment
Not enrolled, no Bachelor's degree
Enrolled, no Bachelor's degree
Bachelor's degree
Enrolled, with Bachelor's degree
Income ($1000)
Works full-time
Relationship status
Single
Married or partnered
Divorced/separated
Has children
Female
Young adult race/ethnicity
White
Black
Latinx
Asian
Other racial/ethnic group
Parents Characteristics
Income
Low income, $50,000 or less

p
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*

***
***
***
***

***
**

***

Low-middle income, $50,001 $74,999
Middle income, $75,000 - 99,999

0.27
0.15

0.01
0.01

0.27
0.11

0.04
0.02

Upper-middle income, $100,000 200,000
0.12
0.01
0.11
0.02 *
High income, $200,000+
0.02
0.002 0.03
0.009
Parents' completed college
0.50
0.01
0.58
0.04
Marital status
Married
0.80
0.01
0.79
0.04
Single, Divorced, or Separated
0.20
0.01
0.21
0.04
N=
5,010
900
Notes: Analysis limited to young adults who attended a four-year college and
submitted a FAFSA application; * p<0.05, ** p<0.01, *** p<0.001; Ns rounded to
nearest tens per NCES disclosure rules
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Appendix 3B. Quintiles of PLUS on Youth Financial Wellbeing, N=5,010
DebttoNonincom
Financia
mortgage
e ratio,
l Stress debt, logged mean
PLUS Quintiles, Relative to No PLUS
PLUS, $1-6,000
-0.12
-0.93*
-2.30*
(0.13)
(0.37)
(1.13)
PLUS, $6,001-11,000
-0.07
-0.13
-3.26
(0.09)
(0.31)
(1.96)
PLUS, $11,001-18.043
-0.10
-0.29
-2.84
(0.11)
(0.28)
(1.53)
PLUS, $18,044-31,600
-0.05
-0.004
0.10
(0.11)
(0.33)
(2.14)
PLUS, $31,601-168,102
0.23*
0.80**
2.81
(0.09)
(0.23)
(2.80)
Controls
X
X
X
Constant

Debt-toincome
ratio,
median
-0.22*
(0.10)
-0.06
(0.10)
-0.10
(0.10)
-0.003
(0.10)
0.16
(0.10)
X

3.78***
8.29***
20.06*
1.29
(0.16)
(0.44)
(9.62)
(0.11)
Notes: Analysis limited to young adults who attended a four-year college and did not
attend graduate school; Standard errors in parentheses; Ns rounded to nearest tens per
NCES disclosure rules; *** p<0.001, ** p<0.01, * p<0.05
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Appendix 3C. Comparison of Coefficients from Ordinary Least Squares Regression
Models and Conditional Quantile Regression Models of PLUS with and without a
Spline
Mean Debt-toMedian Debt-toNon-mortgage
Financial Stress
income ratio
income ratio
debt, logged
No
No
No
No
Spline Spline Spline Spline Spline Spline
Spline
Spline
Parent
ever
borrow
-0.85* -1.02*
14.00 -15.85* 0.90*
-0.95* -4.60** -4.61**
ed
*
*
through
PLUS
(0.40) (0.44)
(6.59)
(0.29)
(1.56)
(7.39)
(0.36)
(1.40)
Parent
borrow
ed
0.12*
0.11*
0.12*
1.66
1.73
0.11*
0.59** 0.53**
through
*
PLUS,
Logged
(0.05) (0.05)
(0.91)
(0.04)
(0.20)
(0.90)
(0.04)
(0.16)
Control
s
X
X
X
X
X
X
X
X
Consta
4.48*
26.96
2.20*
13.18*
nt
**
3.66***
**
-18.27
**
1.17***
**
7.77***
(8.18)
(0.30)
(1.60)
(0.42) (0.17)
(9.58)
(0.12)
(0.47)
Notes: Analysis limited to young adults who attended a four-year college and did not
attend graduate school; Standard errors in parentheses; Ns rounded to nearest tens per
NCES disclosure rules; Controls are parents' income, marital status, education, young
adults' race/ethnicity, gender, educational attainment, income, relationship status, and
parenting status; *** p<0.001, ** p<0.01, * p<0.05
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Appendix 3D. Distribution of Debt-toincome ratio

Minimum
25th percentile
50th percentile
Mean
75th percentile
Maximum
N=

Debt-toincome
(no $0
earners)
0
0.17
0.63
5.34
1.63
6666.67
4,430

Debt-toincome
(imputed
$0 earners)
0
0.18
0.68
43.08
1.88
6666.67
4,700

Notes: Analysis limited to young adults
who attended a four-year college and
submitted a FAFSA application; Ns
rounded to nearest tens per NCES
disclosure rules
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Appendix Figure 3A. Predicted median debt-to-income ratio by
PLUS & race/ethnicity
2.5

2

1.5

1

0.5

0
$0

$1,000
White

$6,000 $11,000 $16,000 $21,000 $26,000 $31,000 $36,000 $41,000 $46,000 $51,000
Black

Hispanic

Asian

Other racial/ethnic group

Analysis limited to dependent students who ever enrolled in a four-year institution and
applied to federal financial aid in Educational Longitudinal Study of 2002 data; Predicted
values control for parents’ income, education, marital status; students’ gender,
educational attainment, marital status, parenthood status, and economic situation.
Predicted values were constructed without a spline for PLUS loans.
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